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53) Bd. of Trs. of the Leland Stanford Junior Univ. v. Roche Molecular Sys., 131
S. Ct. 2188(2011).

54) “Since 1790, the patent law has operated on the premise that rights in an
invention belong to the inventor. The question here is whether the
University and Small Business Patent Procedures Act of 1980 —commonly
referred toas the Bayh-Dole Act—displaces that norm and automatically
vests title to federally funded inventions in federal contractors. We hold that
it does not.:--Although much in intellectual property law has changed in the
220 years since the first Patent Act, the basic idea that inventors have the
right to patent their inventions has not.”

55) “The Act, for example, does not expressly permit an interested third party or
an inventor to challenge a claim that a particular invention was supported by
federal funding.”

56) “But the lack of procedures protecting inventor and third-party rights makes
perfect sense if the Act applies only when a federal contractor has already
acquired title to an inventor’s interest.”
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93 FEWHOR S WANA Yol A thagk HolE wola g

ol sy E HA Ao = FAE)

A
A ghoren, s FEUEel Adel tald WAHow

AAjstal A= Fovt FHolM AR whel o] Tyl Wi #

(individuals) & ¢m]slal, FEUgzts “Fedgo FAE WdystAu

WAG AE F 19oleha A0S gtk EE n% 5564

65)

AHE, TolASs W, , A LFAAE, 2007, 2249,
ol¢} gl AAARAME FEALE S 29 ol TEor FAE
AZEFEA 2t olupx| gt FiES FEsle] o] &% ¢ glv AS Lt n
xcq)o 33 QoA ZREH A2F A21%).

I8 FA4L2 201149 9¥€ 16¥ AAFHAG
Sec. 3. (a) The term ‘inventor means the individual or, if a joint invention,
the individuals collectively who invented or discovered the subject matter of
the invention. (b) The terms ‘joint inventor’ and ‘coinventor’ mean any 1 of
the individuals who invented or discovered the subject matter of a joint
invention.
35 U.S. Code § 116 (a) Joint Inventions. When an invention is made by two
or more persons jointly, they shall apply for patent jointly and each make
the required oath, except as otherwise provided in this title. Inventors may
apply for a patent jointly even though (1) they did not physically work
together or at the same time, (2) each did not make the same type or
amount of contribution, or (3) each did not make a contribution to the
subject matter of every claim of the patent.
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Abstract

Issues Surrounding
Intellectual Property Rights
Created by Joint Research

and Development

— mainly focused on patent rights -

Kim, Min Young
Intellectual Property Law
The Graduate School

Seoul National University

As new technologies are developed at a faster pace, more and more
research and development projects are carried out jointly rather than

individually. As these joint research and developments are



implemented in various forms, and their researchers have different
purposes and individual interests, legal relationship of rights thereto
became inevitably more complex than in the case of single—party
research and development projects. Thus, joint research and
development will be defined in this study by reviewing their concepts
and forms, study legal provisions applicable thereto, and review
matters related to patent right (among other intellectual property
rights created as the result of joint research and developments), such
as ownership, exercise, restrictions and remedies, to propose what
issues must be considered when entering into a joint research and
development agreement.

In a joint research and development, more than one party jointly
bear expenses associated with fund, manpower, facility, equipment,
information, etc. to carry out an research and development project.
Joint research and development differ from the research and
development projects: carried out under corporate—academic
cooperation; for the research and development institution’s own
purposes; consignment; or sale or licensing of technology. Joint
research and development agreement is bilateral. Joint research and
developments can create synergy between their participants, as they
mutually supplement in terms of technologies, but they pose risks by

causing their participants share trade secrets.

Legal relationships applied to joint research and development

i e )
- 114 - M =T



Special regulations apply to each case of joint research and
development in terms of identity of participants - projects
implemented by the national government, by universities, between
large and small-and—-medium companies and between parties from
different countries. Laws related to intellectual properties, such as the
Patent Act, apply to relationship of intellectual property rights created
from joint research and developments. There are also regulations that
regulate joint research and development itself and impose restrictions

on intellectual rights created by joint research and developments.
Owner of rights created by joint research and development

In principle, the inventor owns the entitlement to patent and the
patent right, but anyone other than the inventor can own such rights
by receiving them from the inventor. However, in some cases, such
as the national research and development project, the law imposes
restrictions on who can be the owner. Thus, the applicable agreement
between parties or the law can provide grounds for who owns what
rights on the outcome of a joint research and development, and in the
absence of such agreement or law, the provisions of Patent Act that
govern joint inventions, when applicable, will apply to the matters not
provided thereby. However, the rights may not be owned as provided
by applicable agreement, if there is no employee invention assignment
agreement or internal regulations governing employee invention, or a

third party acquires the applicable rights before they are transferred
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to the employer, as found by the 2011 U.S. Supreme Court decision
on Stanford University vs. Roche case. Until Korean Supreme Court
ruled on a standard for determining joint invention under the Patent
Act on July 28, 2011, the Korean courts had no clear viewpoint
thereon. After the ruling, the Korean courts follow a specific standard
- for an invention to be recognized as a joint invention, the parties
must have mutually and practically cooperated to achieve the
invention and made practical contribution to creation of technological

philosophy.
Form of ownership of rights from joint research and development

When parties, for example, a university and a company, jointly
conduct a research and development project, the applicable agreement
often provided the sole ownership of the outcome of such project to
the company, so that the company can easily use the outcome. In the
UK. and the U.S., sole ownership is recommended to minimize the
risk of dispute. When giving a party the sole ownership of
intellectual property rights created from a joint research and
development, it is appropriate to balance the interests of participants
by compensating for the non-owning party’s participation in the joint
research and development, for example, by providing license thereto
at no charge or paying a portion of income to the non-owning party
of applicable agreement. When jointly owning the intellectual property

rights on the outcome of joint research and development, scope of
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rights and restrictions that can be exercised and imposed can differ
according to how such rights are owned. The Korean Supreme Court
used to see the joint ownership as quasi—co—ownership equivalent to
partnership—ownership under Civil Act until 2004, and thereafter,
adopted the provisions in Civil Act related to co-ownership. Thus, the
matters not clearly provided in Patent Act can be interpreted

according to the provisions related to co—ownership in Civil Act.

Exercise and restriction of jointly owned intellectual property rights

from a joint research and development

First, when the parties apply for patent, all of them must agree on
the application. Provided that any of them disagree, the invention will
remain as trade secret, and the other parties cannot separately apply
for patent. If a party of joint research and development agreement
wishes to keep the outcome of applicable project as trade secret, it
can prescribe in the applicable agreement that it will have a sole
ownership of the outcome and compensate the other parties for such
arrangement.

After the patent is applied, each party may freely and fully exercise
the patent right, unless agreed otherwise in the applicable joint
research and development agreement. When a party so self-exercises
its rights, it must make sure whether it is entitled to engage a third
party in materialization of the invention. When entitled to do so, the

party may exercise the patent right without consent of other parties
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of joint research and development agreement, and when not, the party
must acquire consent of other parties. In Korea, there is no precedent
that clearly defines the scope of self-exercise. Meanwhile, a decision
by Supreme Court of Japan suggested a standard for determining the
scope, and recognized exercise by a third party as self-exercise,
provided that not only the relationships of consignment and
supervision, but also the product are entirely handed over to the
holder of rights and not sold by other means. Thus, if a party
wishes to fully exclude any third party from exercising the patent
right or broaden the scope of exercise granted to the third party, the
party must stipulate the scope of self-exercise applicable to
materialization of invention commissioned to a third party, when
entering into a joint research and development agreement.

Here, when a party that cannot or does not exercise its own patent
right wishes to exercise its patent right by other means than
self-exercise, it must acquire consent by other parties of the joint
research and development agreement. Thus, a party cannot be deemed
to have been compensated for its participation in joint research and
development simply by jointly owning patent right. Whether
small-and—-medium company must be compensated for @ its
non-exercise of patent right it acquires from a joint research and
development with a large company must be reviewed, because it is
less likely to be capable of commercializing the patented invention,
even 1f the two parties can respectively self-exercise their rights.

The Patent Act does not recognize or prohibit compensation for

i e )
- 118 - M =T



non-exercise of patent right, but allows restriction of self-exercise if
separately agreed. Thus, the parties to joint research and development
may include a compensation clause for non-exercise in the applicable
agreement, considering to what degree each party will exercise its
rights. A party may use its patent right by: assigning ownership to
others; granting license to a third party; or establishing the right of
pledge thereon, by acquiring consent of other parties. When the party
that cannot or does not self-exercise its patent rights is required to
get consent from other parties, the party’s right to enjoy benefits of
its patent right is interfered with, thus some argue that the parties to
joint research and development agreement shall be allowed to exercise
their rights without consent of other parties. This could also be

solved by recognizing compensation for non—exercise.

In this regard, a question arises - can a party may claim for
division of patent rights against its co—owners when terminating the
co-ownership? When seen the co-ownership of patent right as
co-ownership under Civil Act, claim for division can be made.
However, a patent, by its nature, cannot be divided into more than
one patent of which nature and contents are identical. To this issue,
the Supreme Court deemed that the co—-ownership clause under Civil
Act can be applied, and the patent right can be divided. (See
Supreme Court Decision 2013Da41578. Decided. August 20, 2014.) In
the case of this Supreme Court decision, a party could not sell its

share (i.e. exercise his property right) in a patent because other
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co-owner did not consent to the sale, and the other party who
exercised the patent was exposed to a risk (created by such sale) of
no longer being able to exercise the patent. Thus, a supplementary
measure to assure the right to self-exercise a patent is necessary,
such as legislating the division by the price compensation method or
the co-owner’s preemption right. At the moment, when considered the
circumstances of a party that wishes to self-exercise its patent right,
clauses that divide patent right under price compensation method or
grant preemption right may be included in the joint research and

development agreement.

Intellectual property right infringement that can occur at each stage

Intellectual property right may be infringed as follows: trade secrets
shared by participants can be disclosed in violation of confidentiality
obligation during the joint research and development stage; a party
may arbitrarily disclose outcome of joint research and development or
apply for patent without consent of the other party after the joint
research and development is completed and an outcome is derived; a
party may infringe the license it granted to the other party or,
without consent of the other party, assign its share in the intellectual
property to a third party, establish pledge onto the intellectual
property or grant license when exercising its rights to the outcome of
joint research and development. Thus, when entering into a joint

research and development agreement, one must clearly prescribe

T 3 11 7
- 120 - A -“,_I- 1__]| F



prohibited acts and effects of violation, so that the parties can make
specific arrangements to recover their rights upon infringement based
not only on applicable law, but also the agreement and

psychologically enforce the other to honor the agreement.

keywords : joint research and development, joint research and
development agreement, intellectual property rights,
patent rights, owner of rights created by joint
research and development, exercise of jointly owned
intellectual property rights, restrictions of jointly
owned intellectual property rights
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