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Mr. Chairman, Ranking Member Coble, Members of the Subcommittee,

Thank you very much for this opportunity to present the views of the Patent Office
Professional Association (POPA) on the operations of the U.S. Patent and Trademark Office
(USPTO).

POPA represents more than 5,800 patent professionals at the USPTO. The vast majority
of these are the agency’s patent examiners — the engineers, scientists and attorneys who
determine the patentability of the hundreds of thousands of patent applications received in the
USPTO each year. POPA’s members are diligent, highly skilled, hard working professionals.
They take great pride in the work they do and are committed to maintaining the quality and
integrity of America’s patent system.

The U.S. patent system is a powerful engine driving innovation in America. It has helped
produce the most powerful and robust economy in history. The vital role of patents to the U.S.
and global economies is clearly evidenced by the rapidly expanding efforts of inventors and
companies to protect intellectual property throughout the world.

The USPTO has been the target of much criticism in recent years for failing to allow
high-quality patents and doing so in a timely manner. This criticism has resulted in increased
scrutiny of the day-to-day operations of the USPTO as well as review of the laws governing the
patent system. A number of studies, both government and private, as well as at least one book
have been published that attempt to identify problems facing the USPTO today while proposing
a variety of solutions for those problems. Regardless of the source, virtually all studies agree
that the USPTO needs to: hire and retain a highly skilled workforce; improve the quality and

timeliness of issued patents; and keep and use all of its fees for its own operations.
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POPA agrees that these are important issues facing the USPTO, but it does not
necessarily agree with many of the solutions proposed by the authors of these studies.

POPA notes with appreciation that Congress and the Administration have worked
together in permitting the USPTO to retain and use all of its fees since Fiscal Year 2005. This is
a vital step towards fixing the perceived problems of the agency and POPA urges the Legislative
and Executive branches to continue this cooperation in the future.

Many other proposed solutions, including the Patent Reform Act of 2007, are directed
towards fixing problems with patent quality after a patent has issued. Many of these proposed
changes represent radical changes to the U.S. patent system. POPA believes that they go far
beyond what is truly necessary to improve performance at the USPTO.

In his cover letter accompanying the Patent Public Advisory Committee (PPAC) Annual
Report to Congress and the President, PPAC Chairman Kevin Rivette stated:

The Committee believes that the United States patent system and the United

States Patent and Trademark Office (“USPTQO”) face significant challenges that

urgently need to be addressed today. The issues of patent quality and pendency

override all other issues." [Emphasis added].

POPA agrees with the assessment of Chairman Rivette and the PPAC on the critical nature of
patent quality and pendency. These issues, however, are internal problems of the USPTO.
POPA believes that quality and pendency must be solved in the USPTO before a patent is issued
— not after. As with any product, it is better to build quality in right up front than to try and

repair problems after the product is manufactured. Patent examiners understand this

fundamental truth, but they need the time and the tools to do the job right the first time.

! Attachment 1. Letter from PPAC Chair Kevin Rivette to The President accompanying PPAC FY07 Annual
Report, November 30, 2007. A complete copy of the PPAC Annual Report can be obtained at:
www.uspto.gov/web/offices/com/advisory/reports/ppac_2007annualrpt.pdf.
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DOING THE JOB RIGHT TAKES PEOPLE

If the U.S. patent system is to continue driving innovation and economic competitiveness
in America and the world, the USPTO must issue high-quality patents that meet all the statutory
requirements for patentability and it must do so in a timely manner. To accomplish this, the
agency must hire highly skilled patent examiners and, most importantly, it must keep them. In
its 2007 Annual Report, the PPAC stated:

Attracting and retaining the most qualified workforce possible is ultimately the

key to a successful examination system. The most sophisticated search tools, and

the clearest applications and standards are unavailing if the USPTO does not hire,

train and retain talented, dedicated employees.?

Hiring and keeping good people has been a problem for the USPTO for many years. The
Dept. of Commerce Inspector General (IG) issued a report in 2002 finding that the USPTO
needed improvements in its hiring practices.® The IG identified several obstacles facing the
USPTO: a shortage of potential examiners with appropriate technical training, private sector job
competition, compensation packages less than private sector compensation, and competition
from other Federal agencies.

A brief history of the agency’s hiring and retention problems can be found in “Innovation
and Its Discontents” by Adam B. Jaffe and Josh Lerner.* The authors noted that the increasing
importance of intellectual property in a global economy made the problem of hiring and retention
even more acute.

While patent application filings increased continuously, years of inadequate funding and

restrictions on hiring (FTE ceilings) left the USPTO severely understaffed. Fortunately, since

2 PPAC Annual Report, November 30, 2007, page 6.

% “Patent Examiner Hiring Process Should Be Improved,” U.S. Dept. of Commerce Office of Inspector General
Final Inspection Report No. BTD-14432-2-0001, March 2002.

4 Jaffe, A. B. & Lerner, J., Innovation and Its Discontents, Princeton University Press, 2004, pp. 133-138.
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2005, the agency has been permitted to keep its fees and appropriators have lifted restrictions on
hiring — actually requiring hiring minimums, rather than hiring maximums.

Over the last several years, the agency has dramatically increased its hiring efforts,
bringing on approximately 1,000 to 1,200 new examiners in each of the last three years.
Although this level of hiring has strained the agency’s training resources, it demonstrates that the
agency does not have a significant hiring problem. It is finding people to hire. The agency’s
problem is keeping the people it hires.

While the agency is working hard at hiring 1,200 new examiners per year, approximately
30 to 44 percent of those new examiners leave the agency within three years. To compensate for
overall annual examiner attrition, the agency must hire almost two examiners for each one it
retains. For example, in Fiscal Year 2005, the agency hired 978 examiners but had 425 examiner
attritions. In FY 2006, the agency hired 1,218 examiners but lost 510. In FY 2007, it hired
1,215 but lost 543.

POPA has compiled a history of attrition from 1990 to 2005 using USPTO published
statistics.”> A review of this data shows that, while the majority of examiner attrition comes in
the first three years of employment, a significant number of mid-career (3-15 years) examiners
also leave the agency. Many of these examiners are experienced primary examiners who train
junior examiners and perform at higher production levels. Because of this mid-career attrition,
POPA does not believe the agency is expanding the pool of experienced examiners at a sufficient

rate to meet its needs.

® Attachment 2. “Attrition of Patent Examiners (including SPEs),” compiled by POPA from USPTO sources such as
Annual Reports and public meetings of the Patent Public Advisory Committee.
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Not until one looks out past 15 years of service in the agency does the attrition rate
significantly drop off. This makes perfect sense when one realizes that these employees
generally have significant investment in retirement plans and have truly made a career at the
USPTO.

The USPTQO’s problems with retention have recently been investigated by the General
Accountability Office (GAO).® In its September 2007 report to Congressman Tom Davis,
Ranking Member of the House Committee on Oversight and Government Reform, the GAO
found that:

From 2002 through 2006, patent examiner attrition has continued to significantly

offset USPTO's hiring progress. Although USPTO is hiring as many new patent

examiners as it has the annual capacity to supervise and train, for nearly every

two patent examiners it has hired over the last 5 years at least one has left the

agency. Specifically, USPTO hired 3,672 patent examiners between 2002 and

2006, and 1,643 patent examiners left the agency during this time. More

importantly, of those who left, 70 percent had been at USPTO for less than 5

years. (Report at page 5).

The results of the GAO investigation correlate well with the attrition data independently
compiled by POPA and highlights the need to improve retention of examiners, especially those
with fewer than fifteen years in the agency.

In response to the GAO report, USPTO Director Jon Dudas sent a letter to Congressman
Tom Davis, Ranking Member of the Committee on Oversight and Government Reform and the
requestor of the GAO investigation.” In his letter, Mr. Dudas attempts to minimize the issue of

attrition at the USPTO by comparing USPTO attrition to other government and private sector

entities and by “analyzing and addressing patent-examiner attrition with several innovative

® “Hiring Efforts Are Not Sufficient to Reduce the Patent Application Backlog,” U.S. Government Accountability
Office Report No. GAO-07-1102, September 2007.

" Attachment 3. Letter from Undersecretary of Commerce and USPTO Director Jon Dudas to the Honorable Tom
Davis, Ranking Member, Committee on Oversight and Government Reform, December 4, 2007.
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techniques since it began hiring in FY2005.” (See page 4). POPA does not know what
“innovative techniques” Mr. Dudas is referring too, but the attrition statistics in his letter do not
appear to correlate with previously published USPTO data. For example, the agency has tracked
attrition of those hired in a particular fiscal year by length of service. The data that we have seen
shows that the attrition of examiners from the same hiring group having less than three years of
experience is in the range of approximately 30 to 44 percent of those hired. Mr. Dudas’ letter
only attributes an average attrition rate of 15.5 percent to examiners with 0-3 years experience.

Furthermore, attempting to minimize the agency’s attrition problems by comparing the
USPTO to other government agencies or private sector companies is misleading — the fact that
other agencies or companies have attrition problems does not make the need for the USPTO to
retain its examiners any less urgent. What is most important is that, from our experience, the
USPTO could have a lower attrition rate if it treated employees differently.

Mr. Dudas also sets forth a number of initiatives the USPTO claims to be doing to retain
examiners. Again, this information is misleading. POPA is unaware of any examiner receiving
a “retention bonus.” The agency is paying recruitment bonuses to new hires, but has not offered
any retention bonuses to its senior examiners who are every bit as essential to the agency. While
the agency did obtain an increase in examiners’ special pay rate, that increase has already been
eroded by locality pay increases in 2007 and 2008 for which special pay rates are not eligible.
Part-time employment is not available to all employees. There are ceilings on the number of
participants in our negotiated part-time programs. Award programs for patent examiners have
not been changed in many years. Most insulting of all to examiners is the inclusion of the

onerous “flat goal” pilot — a pilot POPA believes is illegal and so abhorrent to almost all
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examiners that the agency could barely muster 180 or so volunteers for a 300-person pilot
program.

A serious matter likely to negatively effect attrition in 2008 is examiners’ concerns with
the decidedly anti-employee attitude of USPTO management in negotiations on a new collective
bargaining agreement. These negotiations have been ongoing for the better part of a year with
little progress on major topics. It is clear from the agency’s proposals and discussions that
USPTO management intends to dramatically curtail important employee rights with respect to
grievances and performance appraisals as well as rolling back benefits that employees have
enjoyed for many years. The agency has even refused to commit to treating all examiners fairly
and equitably, or provide senior examiners with their own offices — things the agency has been
doing for many years. This is no way to run an agency that needs every examiner it can get.

When it comes to retention of examiners, the agency’s anti-employee actions speak much
louder than their words. And examiners are very intelligent people. They understand what
management is really trying to do in these negotiations.

Finally, the one thing management could do to increase retention, it has consistently
refused to do for more than thirty years — provide examiners with the time to do the job right.
More than any other factor, the most common reason examiners leave the USPTO is the

unrelenting stress caused by the agency’s outdated production system.

DOING THE JOB RIGHT TAKES TIME

Patent examination is a labor-intensive job, both mentally and physically. Automation
can accelerate certain processes such as searching large databases of information, but it cannot

make the examiner read and understand the results of those searches any faster. To do the job
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right requires a serious investment, not only in resources such as automated search tools, but in
real time for examiners to use those tools, examine applications and determine the patentability
of inventions.

For many years now, management at the USPTO has sought ways to do the job faster and
cheaper. They have spent well over a billion dollars on automated search tools — often resulting
in tools that have not lived up to expectations.® They have reduced costs, not by developing
better and more efficient processes, but by no longer funding important examination tools such
as developing and maintaining the U.S. classification system and the agency’s paper search files.
And, for more than thirty years the agency has refused to adjust examiners’ production goals to
compensate for the increasing complexity of technologies, larger and more complex patent
applications, and an ever-expanding body of both patent and non-patent literature (prior art).

Examiners manufacture patents. But, as with any manufacturing process, doing it faster
and cheaper usually results in making a lower-quality product. Patent examining is not immune
to this fundamental axiom. After years of trying to do the job faster and cheaper, the USPTO
now finds itself facing the same criticism that any manufacturer faces when they cut corners — a
perception by end-users that the product lacks the quality it needs to do the job it was supposed
to do.

Examiners, as POPA has often stated, manufacture patents in the high-stress environment
of a “legal sweatshop.” They do an arcane job under difficult and antiquated circumstances.

The USPTO monitors examiner performance using a rigorous goal-oriented production

and workflow system that measures examiners’ work output (production) in 6-minute

8 “Key Processes for Managing Patent Automation Strategy Need Strengthening,” U.S. Government Accountability
Office Report No. GAO-05-336, June 2005.
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increments. Currently, a GS-12 examiner has, on average, about 20.4 hours, spread over one to
two years, to complete the examination of a utility-type patent application. The agency has long
recognized that technologies differ in complexity and that some examiners are more experienced
than others. Primary examiners, those at GS grades 14 and 15 with authority to act
independently, are expected to be much more productive than junior examiners requiring various
levels of supervision. Under current production goals, some primary examiners in low
complexity technologies have as little as 11.2 hours per application. Primary examiners in even
the most complex technologies are only allowed a maximum of 22.1 hours.® Examiners working
on design-type applications or plant applications have even less time than those working on
utility-type applications. On average, these examiners have only about five to seven hours per
application.

The USPTQO’s production goals have remained essentially unchanged since they were put
in place in 1976. Since that time, however, the work of examiners has changed considerably.
Examiners now routinely examine technologies such as biotechnology, nanotechnology,
bioinformatics, and business methods that were either not patentable or simply did not exist
when these goals were put in place. Cell phones, Blackberries™ and personal computers had not
been invented.

Since 1976, patent applications have become more complex. Applications today often
have larger specifications and higher numbers of claims than applications filed in 1976.
Applicant-submitted information disclosure statements are sometimes so large that they require

storage in boxes. The increased complexity of patent applications has been clearly demonstrated

°«U.S. Patent and Trademark Office: Transforming to Meet the Challenges of the 21st Century,” Report of the
National Academy of Public Administration for the United States Patent and Trademark Office, August 2005,
Appendix D, Table D-2.
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recently in studies by Dennis Crouch, Law Professor at the University of Missouri and the author
of the widely-read patent law blog “Patently-O.”*° Professor Crouch’s data shows that the size
of issued patent specifications (as determined by word count) has increased linearly with time
since 1987. His data also shows that the number of both independent claims and total claims has
grown significantly from 1975 to 2005. Professor Crouch notes that:

It is important to recognize that the above results are directed to issued claims. In

most cases, patent applications originally include even more claims that are then

cancelled during the examination process.

This data confirms POPA’s position that the amount of work examiners must do during
examination has increased significantly since the agency put in place its performance goals in
1976. The increased complexity of patent applications has also been recognized by both the
USPTO and Congress as evidenced by significant increases in fees for large specifications and
excess claims.

Every bit as problematic as increasingly complex patent applications, is the massive
increase of information that examiners must search to identify relevant prior art. It took the
USPTO two hundred years to issue Patent No. 5,000,000 on March 19, 1991. In the seventeen
years since, the agency has issued over 2.3 million more. The USPTO issues several thousand
patents every week. Foreign patent literature is growing at a similar rate. But the growth of
patent literature is dwarfed by the rapidly expanding amount of non-patent literature — scientific

and technical journals, trade magazines, catalogs, Internet web pages, etc. — that examiners

search to determine patentability of an invention.

19 Attachment 4. “The Rising Size and Complexity of the Patent Document,” Dennis Crouch, February 20, 2008;
Data on increased specifications originally published on “Patently-O” blog, December 20, 2007; Data on increased
numbers of claims originally published on “Patently-O” blog, December 23, 2007
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Trying to do high quality examination of patent applications in 2008 in the amount of
time examiners were given in 1976 has left examiners angry, stressed-out and demoralized. This
has been made clear in examiner surveys carried out by both POPA and the GAO.

In response to the agency’s proposal for a flat goal performance appraisal pilot, POPA
undertook a survey of examiners in May 2006 to ascertain their views and concerns on the
proposed flat goal performance plan.** POPA’s data revealed that one third of examiners work
unpaid overtime just to keep their jobs! Another third of examiners work unpaid overtime to
earn performance awards. This excessive use of unpaid overtime establishes the need for the
USPTO to provide more time to examiners so they can do the job right the first time.

POPA’s survey results were independently confirmed by the GAO in its September 2007
report. In a large-scale random survey of examiners, the GAO found that two thirds of
examiners identified the USPTQO’s production goals as a primary reason for leaving the agency.
The GAO also found that 70 percent of examiners worked substantial unpaid overtime to meet
their production goals. The study found that 42 percent of examiners worked while on annual
leave in order to make their goals. They also found that “the percentage of patent examiners who
worked unpaid overtime increased with the length of tenure they had with the agency.”*?

Consistent with the agency’s inaction of the last thirty years, the GAO found that “This
extensive amount of unpaid overtime does not appear to be a concern to USPTO management,
even though the agency has not been able to meet its productivity goals for the last 4 years.”*?

In his December 4, 2007 letter to Congressman Davis in response to the GAO report,

Director Dudas claimed that higher production requirements do not translate to higher attrition

11 Attachment 5. “Results of POPA Survey On Flat Goal Pilot Program,” May 2006.
12 GAO Report No. GAO-07-1102, September 2007, pages 18-19.
B Ibid., at page 19.
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and that nearly all examiners exceed production requirements. POPA believes Mr. Dudas’
conclusions are misleading.**

In his analysis, Mr. Dudas has divided the examining corps into only two groups — those
in the Office under three years (<3 years) and those in the Office three or more years (>3 years).
This statistical analysis skews the results of the >3 year group. It attempts to hide the higher
attrition rates in the >3 to <15 year group (as shown in POPA’s Attachment 2) by diluting the
statistic with the production of the more stable >15 year group. Those in the >15 year group
represent the USPTO’s most experienced examiners, the vast majority of them being primary
examiners. One would naturally expect them to be more productive and, indeed, the agency’s
production system takes that experience into account in setting examiner goals.

USPTO data provided to POPA in negotiations indicates that only 55 percent of
examiners received any kind of monetary award in FY 2006 (the most recent data available).
Thus, 45% of examiners received no bonus at all for their work. In the same period, more than
80% of USPTO’s patent managers received from $7,500 to $15,000 cash awards, a fact not lost
on examiners as they work their unpaid overtime.

Mr. Dudas’ conclusions completely ignore the fundamental underlying truth of the
“sweatshop” mentality at the USPTO — just to keep their jobs or to earn productivity awards,
fully two-thirds of the workforce must work unpaid overtime. Many of them work while on
annual leave to make their production requirements.

Examiners are professionals. They want to do a high-quality job and gain recognition as
outstanding employees. Like any employee, they appreciate monetary awards for their work.

But there are only so many hours in a day.

4 Attachment 3. Dudas Letter to Cong. T. Davis, December 4, 2007, at page 3.
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USPTO management has shown by its actions that it wants examiners to take shortcuts.
It has demonstrated for years its willingness to accept lower quality patents in exchange for
higher production. It has failed to maintain the U.S. classification system. It has destroyed
decades of paper patent search files, many of them containing annotations from experienced
examiners to aid in identifying relevant art. It stopped classifying foreign patent documents and
non-patent literature using the U.S. classification system. This wealth of information, often
provided, annotated and/or translated by senior examiners, has been lost to today’s examiners
and to the American public. It has perennially refused to adjust examiner production goals.

Examiners have done what USPTO management wanted them to do — take shortcuts in
the examination process wherever possible. But even with shortcuts, two-thirds of them must
work substantial amounts of unpaid overtime to meet their goals.

There is no more slack in the system. If the USPTO truly desires to retain highly skilled
examiners and have them do the job right, the time has come for the agency to quit making
excuses and follow the GAO’s recommendation to “...undertake a comprehensive evaluation of
the assumptions that the agency uses to establish its production goals.”

It is important for Congress and the USPTO to note that providing examiners with the
additional time to do the job right the first time does not necessarily require an increase in
pendency. Providing examiners with additional time per application will result in greater
retention. Greater retention means more experienced examiners moving more cases. In addition,
doing the job right the first time increases the certainty that old or obvious ideas will be rejected.
As this certainty becomes apparent, patent applicants will be less likely to expend the money and
resources to file patent applications of little or questionable economic value. Indeed, letting

examiners do the job right the first time may actually reduce application pendency over time.
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Providing examiners with the time to do the job right should also benefit all Americans
by reducing the costs of patent litigation — costs usually passed on to the consumer. In a study
for the National Research Council of the National Academy of Sciences, John L. King calculated
that providing examiners with a one-hour increase in time would cost the agency about $11.3
million. King calculated, however, that a one-hour increase in examiner time would reduce
patent litigation expenses by over $17 million.™

Retaining highly skilled examiners, increasing the quality of patent examination,
reducing patent application pendency and stimulating the American economy by reducing the
costs of patent litigation thereby freeing up resources for other purposes, are clearly worthy goals
of the intellectual property community. It should be equally as clear that providing examiners
the time needed to do the job right the first time is the most cost-effective means to accomplish

these goals.
DOING THE JOB RIGHT TAKES TOOLS

The ongoing debate on patent reform has helped to focus criticism of the USPTO on the
perceived failure of patent examiners to find the most relevant prior art references. Examiners,
however, only have a very limited amount of time for searching the prior art and identifying the
most relevant references. To do the job right the first time, the USPTO must provide examiners

with search tools that will help them find the most relevant prior art in the shortest possible time.

Historically, however, the agency has chosen to destroy some of the very search tools that

many examiners found most useful. USPTO management made a conscious determination to

3 King, John L., “Patent Examination Procedures and Patent Quality,” Patents in the Knowledge-based Economy,
National Research Council of the National Academies, National Academies Press, 2003, pages 54-73 at pages 68-
70.
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save office space in its new Alexandria headquarters by eliminating the agency’s voluminous
paper search files. These files contained copies of U.S. patents sorted according to the U.S.
classification system. The paper files also contained foreign and non-patent literature classified
and placed in the files over the years by examiners in the various technologies. Many references
contained additional information such as examiner notes and/or color drawings placed there by
experienced examiners to assist other examiners working in that technology. Prior to the
development of automated search tools, the paper search files represented the best and most
comprehensive search tool for locating relevant prior art. They contained a remarkable wealth of
information found nowhere else in the world.

Using the paper search files, examiners could draw on the experience of those examiners
who had gone before. In years past, examiners were given non-examining time to identify
relevant prior art and place it in the appropriate classified search file(s). Examiners would often
add notes and other helpful information to these references to aid themselves and others
searching in a particular technology. This continuous process resulted in a comprehensive
database of prior art only available to those at the USPTO. In addition, the very act of placing
new references in the classified files helped examiners to keep current on developments within
their respective technologies. When new examiners searched the paper search files, they were
receiving the benefit of the knowledge and experience of those examiners who had preceded
them in the technology. This helped new examiners develop familiarity with the prior art and
helped all examiners in quickly and efficiently finding the relevant prior art for each patent
application.

Regrettably, as far back as the mid-1980s, the USPTO began transferring classification

duties from examiners to technicians. Before long, management ordered that foreign patents and
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non-patent literature no longer be included in reclassification projects. Eventually, this vital
source of prior art became all but useless for searching. By the mid-1990s, as planning for a new
headquarters facility began in earnest, management ended virtually all support for the U.S.
Classification System and maintenance of the paper search files.

Today, the paper search files have all but disappeared at the USPTO. The agency
disposed of all the copies of issued U.S. patents as it prepared to move to its Alexandria, Virginia
headquarters. Although the remaining foreign and non-patent literature paper search files were
moved to Alexandria, no new references are being classified and placed in those files and they
no longer represent a viable search tool for examiners.

The end result of the agency’s failure to maintain the U.S. Classification System and the
paper search files is that examiners can no longer benefit from the wisdom and experience of
prior examiners. Today, each search in a patent application is performed essentially from
scratch. The agency’s emphasis on text searching has resulted in a new generation of patent
examiners inexperienced in the use of the U.S. Classification System.

Yet, even while it has put all its search eggs in the automation basket, the agency
continues to fail in providing automated search tools that are adequate substitutes for older
methods such as the paper search files. The agency has not provided any useful means for
examiners to electronically annotate patent documents analogous to the paper search files.
Today, examiners have no meaningful way to share their experience with other examiners except
by word-of-mouth. Another major perennial frustration for examiners is the agency’s continued
unwillingness to expend the resources to get all issued patents into a single text-searchable
database. With the advent of the Automated Patent System in the mid-1980s, the USPTO began

entering all new issued patents in both text and image searchable form into its issued patent
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database. Unfortunately, while all issued patents were entered in image format, the text-
searchable database only goes back to about 1970. Patents issued prior to 1970 have not been
entered in the database in a readily text searchable form. The agency did submit these older
patents to optical character recognition but did not correct errors and did not index this database
in the same manner as the Automated Patent System database. Thus, this database, referred to
by examiners as the “dirty OCR file” because of its numerous errors, cannot be readily and
reliably searched simultaneously with the Automated Patent System database. Examiners
working in older technologies have to perform two searches of the issued patents to determine
patentability of an applicant’s claimed invention. This is one more uncompensated drain on
examiners’ time.

Now, after neglecting the U.S. classification system and eliminating one of the most
useful and unique search tools in the world — the paper search files — the agency wants to finish
the job of effectively outsourcing the search to patent applicants by obtaining statutory authority
to require all or nearly all patent applicants to perform a mandatory search and submit an
Applicant Quality Submission (AQS) in their patent applications. Publicly, the agency maintains
that patent applicants should share the burden of quality examination with the USPTO by placing
the most relevant prior art in front of the examiner prior to examination. If the AQS would
actually accomplish this goal and were quality examination the agency’s real reason for wanting
the AQS, then this would be an admirable undertaking. But such is not the case.

The USPTO has had regulations in place for many years that places a duty of candor on

patent applicants. Each individual patent applicant has a “duty to disclose to the Office all
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information known to that individual to be material to patentability...”*® This rule, were it
properly enforced, should be sufficient to place the best prior art known to the applicant in front
of the examiner. The USPTO does not need another law to make applicants submit prior art, it
needs to enforce its currently existing rules.

There is no reason to believe that the AQS will put the best art in front of examiners.
Should applicant perform his/her own search, it is highly likely that the applicant would
electronically search the same patent and non-patent literature databases currently searched by
examiners, i.e., the U.S. and foreign patent databases and such commercial non-patent literature
databases as Dialog™ or STN™. It is reasonable to presume that the applicant may well use
some of the very same keyword search terms as an examiner. Thus, the applicant’s search is not
likely to identify relevant prior art that the examiner would not uncover. Only in those rare
circumstances where the applicant is personally aware of some relevant prior art not readily
available in commonly searched databases, is it likely that the applicant would place the most
relevant prior art in front of the examiner. In those situations, existing regulations require the
applicant to disclose that prior art.

The examiner, however, will likely uncover relevant prior art not identified by applicants.
Why? Because examiners give patent claims their broadest reasonable interpretation — an
interpretation not always readily apparent to patent applicants. Applicants are usually much
more focused on what they truly believe is the critical essence of their invention. Examiners, on
the other hand, will look at claims more broadly and often reject claims over prior art the

applicant would never have foreseen.

1637 C.F.R. § 1.56.
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Conversely, should applicant contract out the AQS search to a commercial search entity,
it is equally likely that the commercial searcher will search the same databases searched
regularly by examiners. Therefore, it is unlikely that this search will uncover relevant prior art
that the examiner would not find during his/her search.

In neither circumstance, is it likely that obscure prior art will be identified and placed
before the examiner. Neither of these scenarios should be expected to find such obscure art as
the prior art relied upon in the well-known RIM v. NTP Blackberry case. Only millions of
dollars and cadres of litigators is likely to uncover that type of prior art.

The only clear effect of the AQS is to dramatically increase the cost of applying for a
patent. For some small inventors, this cost may become prohibitive. Why then would the
USPTO be lobbying so hard for the AQS?

The real reason the agency wants AQS is to effectively outsource the patent search to
applicants so that it can *“gain efficiency” by reclaiming that search time from examiners thereby
requiring them to examine more cases. The real truth about AQS is that it is not an USPTO
initiative to improve quality — it is an initiative to reduce pendency.

Since first publishing its “21% Century Strategic Plan” in 2002, the agency has attempted
to outsource the patent search and remove that duty from examiners. Until now, this outsourcing
effort has been thwarted by the actions of this Subcommittee in requiring a properly
implemented pilot program prior to authorizing the agency to outsource searches. Now the
agency is attempting to circumvent those requirements by obtaining statutory authority for the
AQS.

POPA believes that the patent search is an integral part of the examination process and

represents an inherently governmental function that should not be outsourced to the private
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sector. As the patent search forms the very basis of determining property rights in the United
States, the search should be performed by U.S. Government employees free of any conflicts of
interest — USPTO patent examiners.

POPA extends its gratitude and commends Subcommittee Chairman Berman, Ranking
Member Coble and the Members of the Subcommittee for amending the language of H.R. 1908,
the Patent Reform Act of 2007, to insure that the AQS cannot be used as a substitute for an
examiner prior art search. No such language exists in the Senate version, S. 1145.

Because the AQS will dramatically increase the cost of protecting innovation in America
and because its potential benefits are speculative at best, POPA suggests at this time that the
requirement for the AQS be deleted from the proposed patent reform legislation. POPA believes
that resources would be better utilized in enforcing compliance with existing USPTO rules

regarding applicant prior art disclosure.

WHAT EMPLOYEES NEED TO DO THE JOB RIGHT

There are several things the Subcommittee can do that POPA believes will have
significant effects on improving examination quality and reducing pendency of pending patent

applications.

Fee Retention

POPA encourages the Subcommittee to continue working together with their colleagues
on the Appropriations Committee and with the Administration to insure that the USPTO
continues to have access to all of its fees. POPA believes that this access, however, must not be

obtained at the expense of the oversight responsibilities of both the Judiciary and Appropriations
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Committees. We believe that this oversight responsibility is critical in providing guidance too —

and in some cases redirecting — the USPTO in the appropriate uses of its resources.

Put An End To Outsourcing Searches

The USPTO has wasted considerable and much-needed resources in its attempts to
outsource patent searches in 2004-2005 and now in 2007-2008 with the Applicant Quality
Submission. Outsourcing searches will not result in better quality patents and will likely create
conflicts of interest for applicants. The Subcommittee should put an end to this waste by passing
legislation that clearly establishes patent searching and examination as inherently governmental

functions.

Improve Quality and Retention By Providing Time For Examination

For over thirty years, USPTO management has refused to adjust examiner production
goals in the face of ever-increasing workloads. POPA believes that it is now time for Congress
to step in and correct this long-felt need. The Subcommittee can do much to improve the quality
of examination and increase retention of examiners by providing for a direct allocation of time
for examination.

The USPTO has two major revenue streams. At the front end of the examination process,
the agency collects patent filing fees for Filing, Search, Examination, and Excess Claims and
Specifications. These filing fees represent approximately 30 percent of the agency’s total patent
fees, leaving the remaining 70 percent of total patent fees to cover the overhead expenses of the
agency. Those fees, in the form of Issue Fees and Maintenance Fees, are collected after

allowance of a patent.
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POPA asks that the Subcommittee put a fence around the patent filing fees and directly
allocate these fees to provide time for examiners to examine patent applications.
Fencing off USPTO fees for particular purposes is not without precedent — such a fence

currently exists around USPTO fees collected for trademark applications.*’

Provide Appropriate Search Tools

While many of USPTO management’s decisions regarding paper and automated search
files are now irreversible, POPA hopes that the Subcommittee will work to insure that the agency
develop better and faster search tools providing the functionality examiners need to improve
searching and examination quality.

Examiners need automated search tools that will allow them to annotate references for
their’s and other’s future reference. Institutional memory is rapidly disappearing as senior
examiners retire or otherwise leave the agency. Putting in place tools that allow reference
annotation and providing examiners with the time to do so, will allow today’s examiners to share
their wisdom and experience with the examiners of tomorrow.

The USPTO needs to reverse its previous policy of neglect, restore full funding to the
U.S. classification system and develop automated tools to allow examiners to classify and add
foreign and non-patent references to USPTO databases. There are very few former classifiers
left in the agency. Before their institutional memory is also lost forever, they need to be put back
to work training new classifiers and examiners and updating the U.S. classification system so
that examiners and the public can more rapidly find relevant prior art. The Subcommittee can
help to improve examination quality by making sure that the agency resumes support of

classification.

1735 U.S.C. 42(c).
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Finally, the agency should listen to examiners and apply resources to improving existing
examiner tools, e.g., cleaning up the “dirty OCR file” and adding the data to the agency’s
existing text and image searchable patent database.

Mr. Chairman, Members of the Subcommittee, on behalf of all the patent professionals of
POPA, | thank you for this opportunity to share with you their concerns. | look forward to
working with you to provide the time and resources that will keep America’s patent system

strong and allow us to do the job right the first time.
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Voting Committee
Members:

Kevin G. Rivette, Chairman
Institute for Progress

Maximilian A. Grant
Latham & Watkins, L.L.P.

Carl E. Gulbrandsen
Wisconsin Alumni Research
Foundation

Dean L. Kamen
DEKA Research and
Development

Gerald Mossinghoff
Oblon, Spivak, McClelland,
Maier & Neustadt, P.C.

Lisa K. Norton
DLA Piper US LLP
Gray Cary

Douglas Patton
Patton Design, Inc.

M. Andrea Ryan, Esq.
TransForm Pharmaceuticals

W. David Westergard
Micron Technology Inc.

Non-voting
Representatives:

Robert D. Budens, President
Patent Office Professional
Association (POPA)

Sharon M. West, President
National Treasury Employees
Union (NTEU, Local 243)

Catherine Faint

Vice President

National Treasury Employees
Union (NTEU, Local 245)

PATENT PUBLIC ADVISORY COMMITTEE OF THE
UNITED STATES PATENT AND TRADEMARK OFFICE

November 30, 2007

The President
The White House
Washington, DC 10500-0001

Dear Mr. President:

As Chairman of the Patent Public Advisory Committee (PPAC), I am pleased to
enclose the Committee’s FY2007 Annual Report.

The Committee believes that the United States patent system and the United
States Patent and Trademark Office (“USPTO”) face significant challenges that
urgently need to be addressed today. The issues of patent quality and pendency
override all other issues. In this report we have deviated from the traditional
PPAC annual report format and attempted to provide you with a concise
explanation of these issues, of the consequences of inaction and with concrete
recommendations to address these issues. Our firm conviction is that these
issues are surmountable.

The Committee is committed, along with the Under Secretary of Commerce for
Intellectual Property and the Director of the USPTO, to ensure that the United
States’ patent system continues to be the wellspring of America’s economic
competitiveness and that America herself continues to be the innovation leader
for the entire world.

Sincerely,
| [/ )

/

| N\ ¥
e

Kevin G. Rivette
Chair
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CC:

CC:

Enclosure: PPAC FY 2007 Annual Report

The Honorable Patrick J. Leahy, Chairman, Senate Judiciary Committee

The Honorable John Conyers, Jr., Chairman, House Judiciary Committee

The Honorable Arlen Specter, Ranking Member, Senate Judiciary Committee

The Honorable Lamar S. Smith, Ranking Member, House Judiciary Committee

The Honorable Carlos M. Gutierrez, Secretary of Commerce

Jon W. Dudas, Under Secretary of Commerce for Intellectual Property and
Director of the United States Patent and Trademark Office

Margaret J. A. Peterlin, Deputy Under Secretary of Commerce for Intellectual
Property and Deputy Director of the United States Patent and Trademark
Office

John J. Doll, Commissioner for Patents
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