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U.S. PATENT AND TRADEMARK OFFICE

WEDNESDAY, FEBRUARY 27, 2008

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON COURTS, THE INTERNET,
AND INTELLECTUAL PROPERTY,
COMMITTEE ON THE JUDICIARY,
Washington, DC.

The Subcommittee met, pursuant to notice, at 1:34 p.m., in Room
2141, Rayburn House Office Building, the Honorable Howard Ber-
man (Chairman of the Subcommittee) presiding.

Present: Representatives Conyers, Berman, Wexler, Watt, Jack-
son Lee, Johnson, Coble, Sensenbrenner, Goodlatte, Chabot, and
Issa.

Staff present: Shanna Winters, Majority Chief Counsel; Eric
Garduno, Majority Counsel; Christal Sheppard, Majority Counsel,
Rosalind Jackson, Majority Professional Staff Member; Blaine Mer-
ritt, Minority Counsel.

Mr. BERMAN. This hearing of the Subcommittee on Courts, the
Internet, and Intellectual Property will come to order. I would like
to begin by welcoming everyone to this hearing.

I have to remember now which hearing is it that I am chairing.
fI_{ight, Oversight Hearing on the U.S. Patent and Trademark Of-
ice.

I will recognize myself for an opening statement.

For over 200 years, inventors have relied on U.S. patents to pro-
tect their inventions from unauthorized use and copy. Patents play
a essential role in spurring innovation. With the exclusive rights
granted by patents, investors are rewarded for the inventions they
create and are encouraged to further innovate. While the degree of
importance that intellectual property plays varies by industry, pat-
ents are crucial to many of the industries that the U.S. economy
depends on.

That is why I take seriously threats to the patent system. One
threat, the issuance of poor quality patents, has been a problem I
have tried to address since at least 2002. Poor quality patents un-
dermine the value of patents generally. They lead to a waste of re-
sources, hinder development of new products as companies are
forced to either take out licenses on junk patents or spend millions
fighting them in court.

Addressing this problem is the primary impetus of the patent re-
form legislation passed by the House last year and currently under
consideration in the Senate. But another problem is the patent ap-
plication backlog and the resulting increase in patent pendency.
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The number of patent applications awaiting initial review by an ex-
aminer has increased every year for the last 10 years and totaled
over 760,000 applications by the end of 2007.

Today, it takes on average over 25 months for a first office action
to be issued, and almost 32 months for an application to complete
its course through the USPTO. Average pendency in some of the
more important technology areas like biotechnology, chemicals and
computer architecture and software are well above 32 months. By
the USPTO’s own account, if steps are not taken to address patent
pendency, total average pendency could increase to roughly 52
months by 2012.

The implications of long patent pendency periods are sobering.
The value in a patent is being able to use it to exclude others from
making, using or selling an invention.

While patent rights must be perfected through the application
and examination process, the term of an issued patent begins the
day the patent application is submitted. Thus, long pendency peri-
ods cut directly into the time an inventor has to make commercial
use of his invention.

If this period becomes too long, inventors may give up relying on
the patent system altogether and use trade secrecy as a means to
protect their inventions. This will reduce the technical information
available to society, since some inventors will no longer provide
public disclosure of their inventions through the patent system.

Over the last few years, GAO has issued various reports ana-
lyzing practices of the USPTO. The most important recent report
makes several points related to patent examiner hiring and reten-
tion, two of which I will highlight, and leave the rest to our GAO
witness to discuss.

Thanks in large part, the first part to pressure from this Sub-
committee, there has been no diversion of USPTO fees since fiscal
year 2005. And as a result, the USPTO has been able to plan and
make examiner hiring decisions based on their projected fee collec-
tions.

Secondly, the GAO report found there is little hope of dimin-
ishing the patent application backlog through hiring efforts. This
may be due to a number of factors—examiner retention issues,
flawed examiner production goals, the lack of capacity to train
enough examiners, and because actions to address this problem are
too late in coming.

The Subcommittee is committed to make sure the USPTO has
the resources it needs to address both patent quality and pendency.
For instance, I introduced H.R. 2336 earlier this Congress, which
would ensure that the USPTO permanently retains all fees it col-
lects. I believe Mr. Caldwell is a co-sponsor of that legislation.

Our support of the USPTO should not be misconstrued as giving
the USPTO carte blanche to pursue any course it chooses and, con-
versely, to ignore warning signs that impact efforts to reduce the
patent backlog. For instance, while I understand that the USPTO
has agreed to study whether the current production goals are in-
deed unreasonable, I have to question why this was not done soon-
er, given that this very problem had already been identified by the
GAO in 2005.
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Additionally, I am troubled about the recently promulgated con-
tinuation and claims rules, and wonder why a compromise couldn’t
be reached that patent users could live with and that would still
address the pendency problem. I am very familiar with the dif-
ference between rhetoric and substance.

I can’t count the ways the patent reform legislation that passed
the House last year has been unfairly criticized and misconstrued.
Nevertheless, there may be some truth to the public criticisms re-
garding the claims and continuation rules. As such, there would be
some middle ground that the USPTO has not fully considered.

And finally, as part of our oversight responsibilities, we must
look into all assertions being made about the USPTO. I have re-
cently been made aware that there may be problems with various
management decisions made by the USPTO leadership.

For instance, last year the USPTO eliminated an office dedicated
solely to intellectual property enforcement. This seems counter-in-
tuitive, given the Subcommittee’s actions to strengthen intellectual
property enforcement efforts through the—Chairman Conyers’ Pro
IP Act legislation.

The USPTO has characterized this change as a realignment in-
stead of a reprogram that would require prior congressional notifi-
cation. Regardless of the semantics, it should be clear that the Sub-
committee would like to understand the USPTQO’s reasons behind
any such decision prior to its implementations.

I look forward to what promises to be a vigorous discussion with
our witnesses on these and related issues, and I would now like to
recognize our distinguished Ranking Member, Howard Coble, for
his opening statement.

Mr. CoBLE. Thank you, Mr. Chairman, and thank you, as well,
for having scheduled this hearing. A healthy U.S. Patent and
Trademark Office is essential for our patent system to thrive. Un-
fortunately, there is no true measure or statistic to evaluate the of-
fice or the system as a whole.

On the one hand, we have some report that there may be trou-
bles over the horizon. The time for average patent pendency and
the backlog of patent applications are steadily increasing.

And while we are losing experienced examiners, it appears there
may be no solution in sight. Also, fairly recent internal reorganiza-
tions and rule changes have led to some controversy, which may
lead to some additional concern.

On the other hand, the U.S. Patent & Trademark Office is show-
ing successes in many other areas, including projections for more
than $2 billion in fee revenue in 2009, record numbers of patents
being processed, and other indications that examiners are improv-
ing their reviews of applications, including a substantially lower
percentage of applications being approved. Some think that the
U.S. Patent & Trademark Office are obviously going well.

Address the increasing patent pendency and the growing backlog
of applications is a perennial challenge for the office, but the length
of time for pendency and the magnitude of the backlog have grown
to what some have viewed as alarming proportions.

Recent improvements in examiner performance are enormous ac-
complishments. They should be recognized, but they alone will not
overcome these historic challenges. I am hopeful that today’s panel
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will help everyone better understand how the pendency and back-
log issues can be managed.

Also, Mr. Chairman, I am interested to hear about changes with-
in the patent office and how they have or have not improved effi-
ciencies. If changes were made that triggered a notice to Congress,
that notice should have been sent. I hope we can clarify today
when notice to Congress is required, that what constitutes notice
or what actions trigger a notice so there is no confusion in the fu-
ture.

In order to work together, we must be kept abreast of these im-
portant changes within the office, and we must furthermore main-
tain an open dialogue, it seems to me.

Finally, I greatly appreciate the effort of Mr. Berman, of you, in
having scheduled this hearing. We have spent considerable time
and resources in the first session of the 110th Congress developing
comprehensive patent reform. No reform, however, will be success-
ful unless our patent system is strong and robust, which largely de-
pends on the ability and the performance of the U.S. Patent &
Trademark Office.

Unfortunately, there are no predictions that demands our patent
system are going to recede. As a result, the office, as users of the
Congress, are going to have to continually and honestly assess the
performance of the office to protect and ensure the future of our in-
novations. This honest assessment is essential for Members of this
Subcommittee and for the future of the U.S. Patent & Trademark
Office.

I look forward, Mr. Chairman, as do you, to today’s panel and
learning any new sights on how we may improve or assist the U.S.
Patent & Trademark Office in meeting its growing challenges.

And I yield back, Mr. Chairman.

Mr. BERMAN. Well, thank you, Mr. Coble.

And the Chairman of the Committee on Judiciary, Mr. Conyers,
is recognized.

Mr. CoNYERS. Thank you, Chairman. I am happy to associate
myself with the remarks of both you and Howard Coble, and I
would ask unanimous consent to put my statement in the record.

The only point that I would like to make is to Mr. Dudas, our
distinguished Undersecretary. I was out at the Patent Office earlier
this year and there is a question about hiring—as many people as
we hire, we have got a lot of people going out the back door.

I was impressed with the quality of the young men and women
that are trained out there. They were energetic and committed.
Now, these were people going into the system. The question is,
what happened somewhere along the way, or what goes on to
change that enthusiasm? And I am sure we will get into that.

And so, I am happy to join the distinguished Chairman of the
Committee, Mr. Berman, and I look forward to the testimony of the
witnesses.

The prepared statement of Mr. Conyers follows:]

PREPARED STATEMENT OF THE HONORABLE JOHN CONYERS, JR., A REPRESENTATIVE
IN CONGRESS FROM THE STATE OF MICHIGAN, CHAIRMAN, COMMITTEE ON THE JUDI-
CIARY, AND MEMBER, SUBCOMMITTEE ON COURTS, THE INTERNET, AND INTELLEC-
TUAL PROPERTY

Thank you, Chairman Berman, for holding this oversight hearing on the USPTO.
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The GAO report, and general commentary throughout the patenting community
is essentially unanimous that the increasing length of patent pendency is a serious
and growing problem that harms our nation’s competitive advantage both at home
and abroad.

However, there’s much less than unanimity when it comes to figuring out the root
causes of the increase in the time it takes to obtain a patent and the mechanisms
that are necessary to reverse that trend.

Many place the blame squarely on the shoulders of either the USPTO administra-
tion or the USPTO employees represented before us today by Department of Com-
merce Undersecretary Jon Dudas and Robert Budens, President of the patent exam-
iners union, POPA.

However, it is clear to me that the patenting community and advances in the com-
plexity of technology must also shoulder some of the blame/burden.

The USPTO has directly taken, head-on, the issue of patent pendency, patent
quality and employee retention through several bold initiatives that we will hear
more about today. Some of these efforts have not been met with applause—but rath-
er with lawsuits. Others have been instituted and carried out without much fanfare.
I speak of the new continuation rules, aggressive new examiner hiring efforts and
the USPTO examiner training academy.

Whether or not these initiatives are the optimal way to achieve our collective
goals will be examined today; however, we all agree that a patent system that does
not take into account the realities of the world around us can not survive, thus
sometimes minor or major tweaks are necessary—doing nothing is not an option. We
may disagree with the changes but we all see the need for correction.

In the case of this committee, we proposed and passed the Patent Reform Act of
2007, which is essential to the continued vitality of American intellectual property
in the increasingly competitive global marketplace.

In the case of the USPTO, Undersecretary Dudas saw a problem with pendency
and laid out a solution that the Administration felt would address the issues.

I went to the USPTO this past January to not only to meet and speak with Un-
dersecretary Dudas about his initiatives but also to meet and speak directly with
a graduating class of new USPTO examiners. I saw, directly, the sincere and pro-
found investment in training for the new hires.

However, investment in increased training and additional hiring can not cure the
problem of pendency and quality unless we also address the problem of attrition.

The September 2007 GAO report stated that despite aggressive hiring efforts for
new examiners by the USPTO that the new hires will not be sufficient to reduce
the patent application backlog mainly due to the inability to retain those examiners.
For nearly every two patent examiners that the USPTO hires and trains, at least
one has left the agency. Between 2002 and 2006, the USPTO hired 3,672 examiners
and 1,643 left the agency during that same time period. High attrition levels clearly
offset the increased examiner hiring.

POPA stated that the reason is the unrealistic production goal schedule—insuffi-
cient time to meet production goals—which results not only in examiner attrition
but poor quality patents.

The USPTO states that attrition is for reasons personal to the examiner, such as
the job is not a good fit or having to move to a new city because of a spouse.

As for the GAO results, they polled people who were still at the agency for rea-
sons why they would consider leaving. Although 67% indicated that it was the pro-
duction goal schedule as POPA also stated, GAO is polling the wrong people. They
asked people who chose to stay. Not those who left.

We have to ensure that the patent laws stay relevant with the changing times
and that the USPTO has the resources and regulations in place that assist in that
process. I look forward to hearing the panels commentary today on how to maintain
the US as one of the, if not the, best Patent Office in the World.

Mr. BERMAN. I thank the Chairman.

Okay. Without objection, I recognize the gentleman from Florida,
Mr. Wexler, for opening comments.

Mr. WEXLER. Thank you, Mr. Chairman.

I just want to read a list of senior title positions. Commissioner
for Patents. Commissioner for Trademarks. Deputy Commissioner
for Patents. Deputy Commissioner for Patent Operations. Adminis-
trator for External Affairs. Chief of Staff for the Undersecretary of
Commerce. Chief Financial Officer. Deputy Financial Officer. Direc-
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tor of Patent Quality. Chief Information Officer. Deputy Informa-
tion Officer. Director of Enforcement.

All of these positions were filled, as I understand it, by career
professionals. Collectively, they represent literally hundreds of
years of experience, Federal experience in scientific, legal and tech-
nical fields. And if I have the right information, they have all been
removed by Mr. Dudas or his predecessor, most by the current oc-
cupant.

The numbers are disturbing, and I hope that the hearing will tell
us why this is happening.

And thank you, Mr. Chairman, for holding the hearing.

Mr. BERMAN. Thank the gentleman.

And we will now go to the witnesses.

John Dudas is Undersecretary of Commerce for Intellectual Prop-
erty and Director of the United States Patent & Trademark Office,
a post he has held since 2004. Prior to that, Mr. Dudas served as
acting undersecretary and director and deputy undersecretary and
deputy director.

Before joining the Bush administration, Mr. Dudas served for 6
years as counsel here to the U.S. House Judiciary Committee’s
Subcommittee on Courts and Intellectual Property, and staff direc-
tor and deputy general counsel to the House Judiciary Committee.
Mr. Dudas holds a law degree from the University of Chicago.

Robin Nazzaro is a director with the Natural Resources and En-
vironment team of the United States Government Accountability
Office. She is currently responsible for GAO’s work on Federal land
management issues—so it is obvious why you are here. No.

Recently, she oversaw GAQO’s work on federally funded R&D,
which includes responsibility for the USPTO and other Government
programs. Ms. Nazzaro received a bachelor’s degree from the Uni-
versity of Wisconsin and a certificate in senior management and
government from the John F. Kennedy School of Government at
Harvard University.

Robert Budens is president of the Patent Office Professional As-
sociation, and has served on this executive committee since 1998.
He also currently serves on the Patent Public Advisory Committee.

Mr. Budens has been with the USPTO since 1990 and has been
a primary patent examiner since 1994. He holds advanced degrees
in microbiology and immunology from Brigham Young University
andlthe University of Texas Southwestern Medical Center, respec-
tively.

Alan Kasper is first vice president of the American Intellectual
Property Law Association. He is also the director of Sughrue Mions
International Department, and a member of the firm’s manage-
ment committee. Mr. Kasper’s practice includes domestic and inter-
national patent law.

Prior to joining Sughrue Mions, Mr. Kasper was an attorney for
the Communications Satellite Corporation, and was a patent exam-
iner in the U.S. Patent & Trademark Office. He received his law
degree from the Georgetown University Law Center.

Gentlemen and lady, your written statements will be made part
of the record in their entirety. I would ask you to summarize your
testimony in 5 minutes or less. To help you stay within that time,
there is a timing light at your table. When 1 minute remains, the
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light will switch from green to yellow, and then red when the 5
minutes are up.
Mr. Dudas, would you lead the panel with your testimony?

TESTIMONY OF THE HONORABLE JON DUDAS, UNDERSECRE-
TARY OF COMMERCE FOR INTELLECTUAL PROPERTY, AND
DIRECTOR OF THE U.S. PATENT AND TRADEMARK OFFICE,
U.S. DEPARTMENT OF COMMERCE, WASHINGTON, DC

Mr. Dubas. Thanks very much, Chairman Berman. Thank you,
Ranking Member Coble, Congressman Wexler, and Congressman
Issa. It has been over 2 years since I have had the opportunity to
update this Subcommittee officially at an oversight hearing, and I
appreciate this opportunity to do so today.

Mr. Chairman, I am pleased to report that both fiscal year 2006
and fiscal year 2007 were record-breaking years for the USPTO,
due in part to the women and men at the United States Patent &
Trademark Office. For 2 years in a row we have met or exceeded
our highest production goals ever with a 21 percent increase in pro-
duction in the last 2 years.

We have the highest hiring in the history of the office, both in
terms of percentage and in terms of raw numbers. Over 1,200 ex-
aminers hired in Patents each of the last 2 years.

We have the highest number of examiners working from home.
In the last 2 years, we went from zero working almost full-time
from home to over 1,000, and we are adding 500 a year.

We now have the highest usage of electronic filing. We used to
measure in terms of 2 and 3 percent. We are up to 70 percent in
electronic filing, and the highest percentage of electronic processing
in the history of the office.

For each of these accomplishments in 2006, we met or exceeded
those records in 2007. And for those achievements, it is clear we
must thank the 8,500 hard-working women and men of the United
States Patent & Trademark Office. They are high achievers. We
are a performance-based organization. They are performance-fo-
cused, and they are always up for the challenge.

On behalf of our employees, I also want to thank this Sub-
committee, and the Chairman and Ranking Member in particular,
all of your colleagues. We are pleased especially that the Adminis-
tration and Congress have worked together to ensure that the
USPTO has had access on a yearly basis to all anticipated fee col-
lections. The President’s budget request continues full funding for
the fifth consecutive year this year.

Full access to fees gives us the resources we need to continue to
improve upon our record-breaking successes, but there certainly
are challenges ahead.

Mr. Chairman, my written statements describes the wide range
of initiatives that we have underway and updates our activity since
our last oversight hearing. Quality is the driving force in every-
thing we do, from our daily activities to our long-term strategic
planning.

All of us in the room and all stakeholders want a quality exam-
ination process that results in quality patents and quality trade-
marks. That quality starts with the highest quality people, and I



8

am proud that our 8,500 employees do this on a daily basis with
true dedication to their jobs.

We recognize that, to recruit and retain the highest quality peo-
ple, we must provide an employment package with benefits and a
working environment that beats—not just meets, but beats what
our competitors are offering, and we do have competitors within
Government and the private sector who are constantly looking to
hire the people with the same skill sets that we are looking for,
and also hiring people that have the experience after having been
a patent examiner.

Quite frankly, I believe the offerings that we have are more than
competitive, and we seek to improve them. Others find our environ-
ment to be good, as well.

We have been honored for 2 years in a row, that Business Week
Magazine chose the United States Patent & Trademark Office as
one of the best places in the United States to launch a career. We
have been chosen by Business Week magazine as one of the best
places to round out your career, and one of the best places to have
an internship. Washington Families magazine called the USPTO
one of the best places to work in the Washington area if you have
a family.

Our flex time, our tele-work and Hotelling programs continue to
be a model for Federal agencies. Eight-five percent of eligible trade-
mark examining attorneys work from home.

As I mentioned, we now have over 1,000 patent examiners work-
ing from home, and we are adding 500 per year. Our vision is to
create a workplace where an examiner has every opportunity and
every flexibility to succeed as they want to succeed, and they can
do that, we hope, from anywhere in the country. They can choose
where they go, is our vision.

But we have some legislative hurdles. We want examiners to be
able to work from home in Detroit, Austin, Florida, Los Angeles,
Greensboro, Roanoke, for that matter, Mr. Goodlatte. Good to see
you.

Mr. Chairman, we recognize the importance of making every rea-
sonable effort to retain our examiners. It takes a number of years
to effectively train and guide our examiners to full signature au-
thority.

We don’t want to lose them to our competitors when they have
developed marketable expertise. We want them to come to the
USPTO and want to stay there. And I will go in much more detail
about the specific statistics and what we are doing.

But I can tell you, the Bureau of Labor Statistics does numbers.
Attrition rate throughout the Federal Government is 11.2 percent.
The attrition rate across the board at the USPTO is 8.5 percent,
32 percent lower than throughout the rest of Federal Government.

Our average attrition rate for patent examiners with 0 to 3 years
of experience is quite high, and that is where we really need to
focus. But our examiners with experience beyond 3 years, between
3 to 30 years, that drops to below 40 percent. Our focus on exam-
iner retention and recruitment in those first few years has borne
fruit in the first years that we have done that.

So BLS, Bureau of Labor Statistics, reports up to 45 percent at-
trition for engineers and computer scientists throughout the pri-
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vate sector. Over the last 10 years, first-year attrition at the
USPTO has been about 20 percent. With targeted retention and re-
cruitment efforts with the new training academy and other things
we have put in place, we have lowered that 25 percent to 15 per-
cent for first years, and in targeted areas we have lowered it to 10
percent.

So by targeting retention efforts, we think we have really found
something. We don’t have enough numbers yet to give years and
years of data, but we have had much success on that.

So I look forward to talking about all the issues that you have
raised. I believe we have come a long way and enjoyed many suc-
cesses since our last oversight hearing. There is lots of room for im-
provement. There are challenges that lie ahead, and we fully in-
tend to do all we can, with your continued support, to build on
these successes.

Thank you.

[The prepared statement of Mr. Dudas follows:]
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PREPARED STATEMENT OF THE HONORABLE JON W. DUDAS

STATEMENT OF
JON'W. DUDAS
UNDER SECRETARY OF COMMERCE FOR INTELLECTUAL PROPERTY
AND
DIRECTOR OF THE UNITED STATES PATENT AND TRADEMARK OFFICE
BEFORE THE
SUBCOMMITTEE ON COURTS, THE INTERNET AND INTELLECTUAL PROPERTY
COMMITTEE ON THE JUDICIARY
U.S. House of Representatives

“USPTO Oversight Hearing”

FEBRUARY 27,2008

Introduction

Chairman Berman, Ranking Member Coble, and Members of the Subcommittee:

Thank you for this opportunity to appear before you to discuss the United States Patent
and Trademark Office's (USPTO) operations, programs and initiatives.

T first want to take this opportunity to thank you Mr. Chairman and your colleagues on
both sides of the aisle for your continued support for the USPTO and its 8,500
employees. We are especially pleased that the Administration and the Congress have
worked to ensure that the USPTO has access to all anticipated fee collections. The
President's budget for FY 2009 continues this full-access to fee collections for the fifth
consecutive year. We expect to receive $2,075 million in fee revenue in 2009, which is
almost an 8 percent increase in resources over what we expect to collect in 2008.

Full access to fees has provided, and will provide, the resources to continue our record
hiring of patent examiners and to streamline our processes to achieve maximum
operational efficiency. We plan to hire an additional 1,200 patent examiners each year
and will continue to expand our award-winning telework programs and otherwise work to
make the USPTO an "employer of choice." Further, we will continue to improve
electronic processing and communications with applicants, encouraging them to do
business with the USPTO via the Web. Also, we will expand our efforts to protect
American intellectual property domestically and abroad by providing IP training for
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foreign officials and through ongoing work with international IP offices to cooperate on a
wide range of issues.

Mr. Chairman, as we look to the future, we will make every effort to improve on our
successful record in fiscal year 2007. Our patent examiners completed over 362,000
patent applications in 2007, the largest number ever, while maintaining for the second
year in a row an examination compliance rate' of 96.5 percent, the highest in a quarter of
a century. The allowance rate for patents is currently 44%. This is in contrast to
allowance rates in excess of 70% just eight years ago.

Also, over the past few years, the percentage of Board of Patent Appeals decisions in
which the examiner is affirmed or affirmed in part has increased from 51% to 69%.
Finally, since the pre-appeal brief program was established in midyear 2005, the
percentage of applications reviewed under the program in which the examiners action is
deemed correct has increased from 45% to 56%.

On the trademark side, we also processed a record number of applications in 2007.
USPTO trademark examining attorneys completed work on nearly 324,000 classes.
Nearly 96 percent of first actions and more than 97 percent of final actions met statutory
and compliance rates for quality of decision making and writing, the highest levels ever
achieved. The trademark organization has seen significant production and productivity
gains in the past two years.

All in all, fiscal year 2007 was another banner year for the USPTO. We met 90 percent
of the performance goals established under the Government Performance and Results Act
of 1993,

Mr. Chairman, we fully intend to build on our successes. Our primary strategic goals
over the next several years are to optimize patent and trademark quality and timeliness
and improve intellectual property protection and enforcement domestically and abroad. 1
would like to discuss our ongoing, planned and envisioned initiatives intended to achieve
our goals.

Patent Initiatives - Human Capital

The primary factor influencing patent quality is the expertise of our examining corps.
Attracting, hiring, training, and retaining the high performing examiners who are critical
to meeting our goals is a multi-faceted effort that includes competition for some of the
most talented and recruited individuals in tomorrow’s work force. We have and will do
everything we reasonably can to make sure we offer examiners and all our employees the
kind of workplace, benefits and opportunities that will keep them on board for years to
come.

' The patent allowance comphiance rate is the percentage of applications allowed by cxaminers with no
errors afler being reviewed.
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With respect to addressing our patent backlog challenges, we should note that the recent
Government Accountability Office report, "Hiring Efforts Are Not Sufficient to Reduce
the Patent Application Backlog," draws a conclusion consistent with what the USPTO
has been saying for nearly 5 years -- hiring alone simply is not the answer to the growth
of filings and complexity in the patent system. Accordingly, our initiatives go beyond
hiring to include a wide range of efforts to promote quality and efficient processing and
make the USPTO an "employer of choice."

1. Hiring Patent Examiners

With full access to our tee collections, the USPTO hired 1,215 patent examiners in FY
2007. We plan to hire 1,200 patent examining professionals each year through 2013,

2. Recruiting

The USPTO's recruitment efforts are strong and nationwide in scope. Planning efforts
have culminated in targeted TV, print, radio and Internet banner advertising, and
developing a brand image, “Examine the Possibilities.” Additionally, we have increased
career and job fair participation and on an annual basis we participate in over 150 events
throughout the country. We also offer recruitment incentives (up to $9,900 per year for
four years for hard-to-fill computer and electrical engineering positions) for all
examiners.

We continue to explore partnerships with universities to offer intellectual property
courses to science and engineering students, develop an internship program and train
students in intellectual property to create a ready pool of potential examiner candidates.

3. Making USPTO an '"Employer of Choice"

Continuing to attract and retain the finest public servants is a growing challenge. Our
employees are at the heart and soul of our intellectual property system, and we need to do
everything we possibly can to ensure they have an environment of trust, respect and
opportunity.

The USPTO has developed and implemented a variety of workplace-friendly, family-
friendly initiatives that have earned the USPTO recognition by Business Week magazine
as one of the best places in America to launch a career and to round out one's career. The
USPTO has also been lauded by Washington Families magazine as one of the best places
in the Washington area to work if you have a family. We are proud to offer a wide range
of benefits from an on-site daycare center, to a modern fitness center, to reimbursement
of law school tuition for examiners. We will expand and improve our workplace
offerings and attributes to promote the USPTO's image as an "employer of choice."

4. USPTO Telework -- the "Gold Standard"
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As we hire over 1,200 patent examiners a year, much of our human capital focus is on
telework programs which help recruitment and retention efforts, improve work/life
balance, minimize commuting time, maximize examiner productivity and allow us to
more efficiently manage our space requirements.

Over 1,000 examiners have joined our recently implemented Patent Hoteling Program
(PHP). The PHP was developed using the very successful Trademarks telework program
model and is a voluntary program that provides patent examiners the ability to work from
home with complete on-line access to USPTO resources. We plan to add 500 more
examiners to the hoteling program each year for the next several years. The goal of the
hoteling program is to change the boundaries of the old workplace patterns allowing for
decreased commute time, a more efficient use of office space, and even a more balanced
lifestyle for our employees. This all translates into increased employee productivity and
satisfaction, as well as higher employee retention. It should be noted that 83% of our
hotelers reported an increase in morale and 87% strongly or somewhat agreed that they
would be willing to work more years at the USPTO because of the hoteling program.

On a more long-term basis, we hope to create a workplace where an examiner can be
successful from anywhere. In this regard, we are currently engaged in consultations with
Administration officials and members of Congress to address relevant issues concerning
duty station requirements and travel regulations. Resolution of these issues would permit
current hoteling employees to request to live in geographical locations far removed from
our headquarters, thus enhancing our ability to retain high quality professionals.

5. Pay and Retention

All patent examiners received a 7% special pay rate increase in November 2006, With
the January 2008 across-the-board increase for other Federal employees, in February we
submitted a request to the Office of Personnel Management for an increase of 2% to the
special pay table for patent examiners. The special pay coupled with the recruitment
incentives has assisted the USPTO in reaching our hiring goals.

The USPTO expects to increase productivity in Patents by offering examiners more
opportunities to determine when and how they do their work, and achieve higher
bonuses. The USPTO is piloting a voluntary flat goal program for patent examiners that
builds upon the successful system in Trademarks and moves production away from an
hourly-based system. Highlights of the program include awards of up to $5,000 per
quarter; flexibility in how work is done; and a predetermined amount of work based on
grade and docket. Under the year-long pilot (April 2007 - April 2008), examiners may
earn larger, quarterly bonuses for every application examined above a particular target
goal. Early indications are that participants prefer the per-application bonus as opposed
to the present productivity award structure and enjoy the flexibility of choosing when and
how to do their work. The USPTO will evaluate the results of the pilot and incorporate
that information into future planning.
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In 2006, USPTO management submitted proposals to the Patent Office Professional
Association union representatives for a new collective bargaining agreement that would
replace a previous agreement negotiated in 1986. Proposals include enhanced patent
examining monetary awards as well as a stand-alone quality award. Negotiations on
those proposals continue.

6. Patent Examiner Attrition

The USPTO agrees with the recent GAO report which concludes, in part, that patent
examiner attrition is an important matter deserving further analysis and attention. Ttis
clear that patent examiners are critical to our system of protecting intellectual property
and driving American innovation. We have achieved notable successes in examiner
retention efforts and face various challenges in that context that have not yet been fully
explored and evaluated.

In reviewing patent examiner attrition, and otherwise continuing to promote appropriate
initiatives to maximize the efficiency and productivity of examination, we must recognize
a number of relevant facts:

1. The USPTO's attrition rate is lower (8.5%) than the average attrition rate for
Federal workers (11.2%).

2. The average attrition rate for USPTO patent examiners with 0-3 years experience
is 15.5%. The average attrition rate for USPTO patent examiners with 3-30 years
experience is 3.95%.

3. The attrition rate of patent examiners with 0-3 years experience, though
measurably higher than the rest of the patent corps, appears to be well below the
attrition rate experienced by similarly situated entities hiring more than 1,000
engineers in a year.

4. Examiners with the highest production requirements have the lowest attrition
rates, and the examiners with the lowest production requirements have the highest
attrition rates. In fact, 70% of all work in FY 2007 was done by examiners with 3
or more years of experience who exceeded their production goals by an average
of 8% and had an average attrition rate of 3.95%.

5. 60% percent of all patent examiners exceeded their production requirements by at
least 10% in FY 2006.

2007 proved to be a year where our targeted strategies focused on first-year attrition were
dramatically successful. First year attrition is the highest attrition year for nearly all
businesses and has historically averaged 20% at the USPTO. In 2007, we reduced that to
15%, and in some areas targeted for retention bonuses, we cut it in half. We have less
than two years of data, but our combination of improved recruiting, training and retention
efforts -- focused in the high risk areas -- has led to strong positive results.

7. Training Patent Examiners
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In fiscal year 2006, USPTO established a new university-style training program to
graduate new-hire examiners with the ability to work with reduced oversight thereby
reducing the art unit training burden faced by Supervisory Patent Examiners (SPEs). The
training program consists of classes of approximately 130 students, which are broken
down further into small “labs” of approximately 16 examiners who will work in a similar
area of technology. The training program is conducted over a period of 8 months in a
location outside of the Technology Centers.

The program courses are taught through a combination of large lectures and small group
sessions within the individual labs. The curriculum is kept current by a committee, with
representation from every Technology Center, that writes and reviews the substance of
the curriculum.

Lectures are followed by practical application and testing. The results of ongoing testing,
administered electronically, indicate to examiners how well they grasp a particular topic
and provide the trainer with information as to whether segments of the topic need
additional review. Examiners write Office actions that are reviewed and evaluated by the
trainer who provides appropriate feedback. A proficiency test is administered at the end
of the 8-month program. The intent of the program is to deliver, to the examining corps,
new hires who are capable of writing complete Office actions for supervisory review.

Mr. Chairman, we were honored to have Chairman Conyers address a graduating class of
examiners last month. 1 would like to take this opportunity to extend an invitation to you
and ranking member Coble to do so as well in the near future. 1 know our new examiners
will appreciate hearing about intellectual property matters from the folks who actually
write the IP laws.

8. Examiner Certification and Recertification

The USPTO has implemented a thorough certification process for any patent examiner
seeking to be promoted from the GS-12 level to the GS-13 level. This process includes a
review of the work product of the examiner and a certification exam modeled upon the
patent bar exam that patent attorneys and agents must pass.

Examiners are provided with legal education on fundamental concepts involving patent
laws and procedures to assist them in the preparation of taking the certification exam.
Patent law and evidence courses, coaching lectures and on-line Study Tool for
Examination Preparation (STEP) are offered to the examiners as training preparation
tools.

The promotion to GS-13 represents a level of independence in which the supervisor is no
longer responsible for day-to-day intensive review of the examiner’s work product. In
order for the examiner to achieve this level of independence, we are ensuring that they
have the skills required to perform their job requirements with a high level of quality.
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We are pleased to note that the percentage of examiners passing the certification test has
increased from 44.4% in fiscal year 2004 to 65.9% in fiscal year 2007.

An in-depth review of the work of primary examiners is conducted after three years to
ensure that primary examiners maintain the knowledge, skills and abilities necessary to
perform high quality examinations. This review is conducted in part by the Technology
Center and in part by the Office of Patent Quality Assurance (OPQA). Over the past
three years, approximately 95% of primary examiners have passed recertification.

9. Patent Reviews

Our Office of Patent Quality Assurance (OPQA) has implemented targeted reviews of
examination processes or functions that are perceived to potentially be problematic
trends. These reviews provide a means to validate the accuracy and magnitude of the
most significant examination process complaints, to establish a baseline of current
performance in the targeted area as well as a basis to establish performance targets for
improvement plans.

The reviews are conducted on a sample designed to provide statistically valid data and
yield an assessment of the current level of performance and the supporting review data
with respect to the identitied examination process or function. Based on input on
potential areas for consideration obtained through customer satisfaction survey data and
other input from applicants and practitioners, the areas of final rejection practice, Request
for Continued Examination (RCE) practice, search quality and restriction practice were
identified for review during FY 07. Fiscal year review findings are summarized at the
Corps and TC levels and OPQA consults with the Technology Centers to develop and/or
implement improvement plans, as appropriate.

In October 2006, OPQA instituted an in-depth analysis of the search quality in
applications selected from specific Art Units within each Technology Center in order to
positively identify root-cause problems related to search quality and to identify and share
best practices. Art Units subject to review were selected by the Technology Centers on
the basis of perceived need, taking into account the findings of quality assurance
programs in place within the Technology Centers and the OPQA.

Based upon the review findings, training tailored to the specific needs and technical
subject matter of the individual Art Units is developed and delivered to the unit in an
interactive format. Training is a collaborative effort between OPQA, Technology Center
managers and search experts from the Scientific and Technical Information Center and
covers topics including search strategy, claim interpretation, search tools and effective
search techniques.

10. Expanded Technical Training Program

The USPTO has expanded the range of eligible non-duty training courses available for
examiners to enhance their technical skills and abilities. A similar " After Work
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Education" (AWE) program is currently being implemented for technical support
personnel.

While the USPTO has provided paid non-duty training in the past to patent examiners to
enable them to take technical classes, often leading to an advanced degree, it was
determined that the previous program was too restrictive. In response to an explicit need
expressed by the examiners, amendments were made to broaden the program to provide
examiners with one year of experience at the USPTO the ability to take classes in arts
outside their immediate docket. The classes, however, must still be related to a
recognized technology that is examined at the USPTO.

This program will assist in developing and maintaining a highly skilled workforce by
enhancing the employees' knowledge, skills and abilities through formal education.
Currently, the patent examiner can receive up to $5,000 per year, and the agency has
proposed to raise that opportunity to $10,000 per year.

Patent Initiatives - Administrative and Regulatory

The USPTO believes that improvements in patent quality are dependent, to a significant
degree, on providing examiners access to more and better-focused information relevant to
their decision making. Accordingly, the USPTO has promulgated and proposed, and will
develop and propose, regulations and administrative changes govemning submission and
examination of patent applications that will enable our examiners to make more efficient
and informed patentability determinations.

1. Accelerated Examination

The USPTO has established procedures setting forth requirements for patent applicants
who want, within 12 months, a final decision by the examiner on whether their
application for a patent will be granted or denied. To be eligible for "accelerated
examination," applicants who file under this procedure are required to provide specific
information so that review of the application can be completed rapidly and accurately.

Applicants have a duty to disclose to the USPTO material prior art of which they are
aware. Under the USPTO's accelerated examination procedure, applicants are required to
conduct a search of the prior art, to submit all prior art that is closest to their invention,
and explain what the prior art teaches and how their invention is different.

In addition to providing and explaining any prior art references, applicants must
explicitly state how their invention is useful and must show how the written description
supports the claimed invention. The procedure also limits the number of claims allowed
in each application and shortens the time periods for responding to most USPTO
communications.
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The accelerated examination procedure is designed to give applicants quality patents in
less time. In exchange for a more rapid examination, patent examiners receive more
focused and detailed information about the invention and the closest prior art from the
applicants. This increased disclosure upfront by applicants helps examiners more
efficiently make the correct decision about whether a claimed invention deserves a patent
within the 12-month timeframe.

The accelerated examination program has been in effect since August 2006, and the first
patent issued under the accelerated examination program (in just 6 months) on March 13,
2007, to Brother Corporation for a printer ink gauge. The patent application was filed on
September 29, 2006.

1,096 petitions for accelerated examination have been filed to date with 344 granted and
271 pending. Of the 344 granted petitions, 114 have been allowed and 73 will have
issued as patents by the end of this month. Our [2-month to completed prosecution (final
rejection, allowance or abandonment) goal has been met for all applications.

2. Peer Review Pilot

On June 7, 2007, the USPTO released details of a pilot project that could help expedite
and improve the examination process in computer technologies. The Peer Review Pilot
gives technical experts in computer technology, for the first time, the opportunity to
submit annotated technical references relevant to the claims of a published patent
application before an examiner reviews it.

When patent examiners have the best information in front of them, they are more likely to
make the correct decision. Examiners, however, have a limited amount of time to find
and properly consider the most relevant information. This is particularly true in the
software-related technologies where code is not easily accessible and is often not dated or
well documented.

The pilot is a joint initiative with the Community Patent Review Project (CPRP),
organized by the New York Law School 's Institute for Information and Policy. The pilot
began on June 15, 2007, and runs for one year.

Technical experts in the computer arts registering with the CPRP website review and
submit information for up to 250 published patent applications. To ensure a broad cross
section of computer technology is reviewed, no more than 15 applications are allowed
from any one person or organization.

Existing law allows USPTO to accept prior art from the public, but it doesn't allow the
public to submit any commentary related to the art without the approval of the applicant.
Thus, consent is obtained from all applicants who volunteer their applications for this
pilot.

To expedite review of applications used in the pilot, they are assigned to an examiner as
soon as a submission is received from the CPRP. This will shorten the time it normally
takes in the computer arts from filing an application to a final decision. Only one
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submission from the CPRP of up to 10 annotated references are accepted for each
application in the pilot.

To date, 57 applications have been volunteered to participate in this pilot from over 15
different corporations and independent inventors. Over 170 pieces of prior art have been
submitted to the 45 applications that have published so far in the pilot.

This pilot is just one facet of USPTO's broader efforts to find new ways to get the best
information in front of examiners before they make a final decision on a patent
application.

3. Markush Claims

On August 10, 2007, the USPTO proposed new rules in the Federal Register that will
improve an examiner's ability to focus the examination process for individual claims
listing multiple independent and distinct inventions in the alternative. Such "multi-
invention alternative" claims are especially prevalent in the pharmaceutical, chemical,
and biotechnology fields. The rules would permit the examiner to focus examination to a
single invention. The rules would also encourage applicants to identify, with more
specificity, the claimed invention to be examined, thus promoting examination quality.

4. Information Disclosure Statements

On July 10, 2006, the USPTO published proposed rule changes to information disclosure
statement (IDS) requirements and other related matters to improve the quality and
efficiency of the examination process. The proposed changes will enable the examiner to
focus on the relevant portions of submitted information at the very beginning of the
examination process, give higher quality first actions, and minimize wasted steps.

Patent applicants and their attorneys or agents currently have an obligation to inform
USPTO's patent examiners of all information known to be material to patentability of the
invention claimed by the applicant. Applicants list information for the examiner to
consider in a communication called an Information Disclosure Statement (IDS).

The USPTO has observed that applicants sometimes provide information in a way that
hinders, rather than helps, timely and accurate examination. For example, some
applicants send a very large number of documents to the examiner, without identifying
why they have been submitted, thus tending to obscure the most relevant information.
Additionally, some applicants send very long documents without pointing out what part
of the document makes it relevant to the claimed invention. Sometimes applicants delay
sending key information to the examiner. These practices make it extremely difficult for
the patent examiner to find and properly consider the most relevant information in the
limited time available for examination of an application.

The USPTO's proposed rule change is designed to encourage early submission of
relevant information, and to discourage submission of information that is unimportant or
does not add something new for the examiner to consider. With the proposed changes,

10
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patent examiners would not have to review documents that do not directly relate to the
claimed invention, or that duplicate other information already submitted.

Under the proposal, applicants would still be able to send in as many documents as they
choose. However, there would be more stringent requirements for those choosing to
submit large numbers of documents or very long documents.

5. Open Source as Prior Art

The USPTO is consulting with the Open Source community regarding the potential
development of a tagging process and interface to enable examiners access to open
source software repositories as a source of prior art.

This initiative would classify and develop a lexicon for open source repositories, or
databases, so that examiners could readily search them for relevant prior art. Currently,
these repositories represent a body of prior art that examiners cannot access due to the
inability to apply conventional text searching techniques. In other words, in this art,
different inventors use a wide variety of terms to mean the same thing, making text
searching very difficult.

6. Electronic Filing and Processing

The USPTO continues to promote electronic filing and processing of patent applications
as a means of reducing paper-based inefficiencies. The USPTO implemented the
Electronic Filing System-Web (EFS-Web), a user-friendly, secure, Internet-based patent
application and document submission program in March 2006. Prior to FY 2006, less
than 2% of patent applications were filed electronically. After working with the public
and introducing the much-improved EFS-Web system, 49.3% of patent applications were
filed electronically in FY 2007. In FYO08, approximately 70% of patent applications are
being filed electronically.

Improvements in EFS-Web have increased the quality of submissions received by the
Office, and created significant cost savings for applicants as well as the Office. The trend
toward improved processing and examination efficiency will continue as EFS-Web is
being integrated with the evolving Patent File Wrapper (PFW) system to allow for a fully
automated, text-driven patent application processing life-cycle. Our outreach eftforts to
our stakeholders are focused on further promoting electronic filing and interaction with
patent applicants.

Operating in today's wired world requires that the USPTO have full electronic processing
that is safe, secure and continually available to employees, applicants and stakeholders.

EFS-Web has been a successful step in achieving that goal.

7. Central Reexamination Unit (CRU)

11
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Reexamination cases, formerly distributed to the Technology Centers and assigned to
examiners according to technology, are now assigned to a Central Reexamination Unit
(CRU). The CRU consists of 52 highly skilled primary examiners who have a full
understanding of reexamination practice and are generalists in their field of technology
and relevant case law, and concentrate solely on reexamination.

The CRU is comprised of three art units including mechanical, electrical and chemical
technology. The units are supervised by Supervisory Patent Examiners (SPEs) and each
action is conferenced by a panel of three including the lead examiner, one
SPE/RQAS/TQAS and one other CRU examiner. The goal of the CRU is to close
prosecution on all ex-parte reexaminations within two years of filing.

8. Pre-Appeal Conferences

In July 2005, the USPTO announced that patent applicants can request a pre-appeal brief
conference and learn its results before incurring the costs of drafting and filing an appeal
brief. This change is expected to save patent applicants at least $30 million annually.

Previously, when an applicant wished to appeal a patent examiner’s rejection of his/her
patent application to the Board of Patent Appeals and Interferences (BPAT), the applicant
was required to file a notice of appeal and an appeal brief before proceeding to the BPAL
Depending on the complexity of the invention, appeal briefs cost between $5,000 and
$20,000 to prepare.

Before the appeal goes to the BPAI docket, however, the agency holds a pre-appeal brief
conference with the examiner handling the application and two other experienced
examiners. The purpose of the conference is to determine if the application is ready for
appeal. Under the new procedures, an appeal brief isn’t filed until the outcome of the
conference is known. If the case is not ready for appeal, applicants will no longer incur
the costs associated with needlessly preparing and filing the appeal brief.

9, Pre-First Office Action Interview and First Action Interview

Pre-First Office Action Interview

This initiative involves conducting a pre-first Office action interview with the applicant
or his/her designated legal representative to discuss potential prior art rejections and
possibly resolve many or all issues with respect to patentability. MPEP 713.02 provides
for interviews prior to the first official action which will form the basis of reminders and
encouragement to examiners regarding this provision. The MPEP makes clear that these
interviews are at the discretion of the examiner who has yet to search the invention and a
showing by the applicant may be required to justify the interview. In addition, the Office
is currently in the process of setting up teleconferencing facilities to pilot such interviews
when face-to-face meetings are not feasible and/or convenient.

Interviews occurring before the first Office action are believed to provide the opportunity
for a more focused examination at the earliest stages of prosecution. Pendency of

12
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applications that are part of this initiative will be tracked with the expectation that closure
will be reached sooner due to the increased communication and discussion of issues
taking place earlier in the process. We strongly encourage applicants to take advantage
of this opportunity.

First-Action Interview

This initiative is a pilot program in which the applicant is entitled to a first action
interview, upon request, prior to the first Office action on the merits. Under this pilot, the
examiner will conduct a prior art search and provide applicant with a condensed pre-
interview Office action. Within 30 days of its receipt, the applicant must schedule an
interview and submit proposed amendments and/or arguments. At the interview, the
rejections and proposed amendments will be discussed. If agreement is not reached, the
applicant will receive a cursory first action interview Office action coupled with an
interview summary that will act as the first Office action on the merits under 35 USC

132.

Interviews early in an application’s prosecution allow for a speedy resolution of any
unresolved issues. This, coupled with reduced applicant periods for response under the
pilot, should reduce total pendency for the applications examined under this initiative.

Currently, the Official Gazette Notice and POPA agreement are undergoing final vetting.
It is expected that the pilot will be implemented in March or April of 2008.

10. Work Sharing

The USPTO continues to work with the world's major intellectual property offices to
study, review and implement work-sharing efforts that promote examination efficiencies
in each participating office. The USPTO launched a trial cooperation program with the
Japan Patent Office (JPO) in FY 2006 to leverage fast-track patent examination
procedures already available in both offices to obtain corresponding patents faster and
more efficiently. It also permits each office to benefit from work previously done by the
other office.

This program, the Patent Prosecution Highway (PPH), is a significant first step in
cooperative efforts to support U.S. and Japanese industries in their global patent
prosecution activities and represents the first concrete implementation of a work-sharing
arrangement between the USPTO and the JPO.

The USPTO is expanding on this work-sharing program with other intellectual property
offices, initially with the United Kingdom, Korea and Canada. The USPTO will continue
its efforts in expanding this program and will develop a coordinated approach among the
offices in order to streamline practices and procedures.

11. Outreach
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The USPTO with the help of its Patent Public Advisory Committee (PPAC) is reaching
out to the intellectual property community to seek their input on improvements to the
patent system in all areas including, but not limited to, examination, prosecution,
enforcement and levels of patenting. Through the PPAC, we anticipate an open dialogue
with patent stakeholders and the public as to what the Office needs to do to best protect
and encourage innovation in America. We are open to all possibilities from minor
improvements to a dramatic overhaul of patent protection, if justified. We are looking at
a wide variety of alternative examination procedures including those that can be
implemented under existing authorities as well as those requiring statutory changes.

The USPTO is also partnering with a local university's graduate school of business to
participate in an international competition among graduate business students to create a

business plan to address the USPTO's patent backlog and pendency challenges.

Patent Initiatives - Legislative

The USPTO is pleased that proposed patent modemization legislation includes quality-
related provisions that will help ensure that patent examination is focused on the most
relevant information available. Having such information available to patent examiners at
the early stages of the examination process will lead to quality and efficiency
improvements. The legislative proposals are consistent with the wide range of USPTO
administrative initiatives directed toward those goals.

1. Applicant Quality Submissions (AQS)

A critical element of ensuring that patent examinations are of the highest quality and
completed as efficiently as possible is the content of the initial application. The patent
applicant has the most knowledge, the most opportunity, and the most to gain by
providing the USPTO with the best possible information about his or her invention.

The Senate bill (S. 1145), as reported, directs the USPTO to issue regulations requiring
applicants to submit search reports and analysis and other information relevant to
patentability. The regulations would govern the timing and content of these submissions.
Further, the bill provides that “micro-entities” as defined in the pending legislation are
exempt from the requirements of this section.

The USPTO fully endorses the proposed AQS legislative language in the Senate bill,
which is consistent with language originally recommended by the Office.

Policymakers would also need to consider how the current doctrine of inequitable
conduct may discourage applicants from fully and fairly sharing relevant information
with the USPTO. The USPTO is working with Congress on language in the patent
modernization legislation that would encourage applicants to share more information
with the Office.

2. Public Quality Submissions

14
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Consistent with the USPTO's efforts to improve examiners' access to relevant
information, pending patent modernization legislation would establish a procedure to
permit submission by any person in writing of prior art within six months after
publication of an application for patent. It would provide a limited opportunity for the
public to have prior art documents considered by an examiner in the examination of an
application. Any submission would necessarily include a "concise description of the
asserted relevance of each submitted document."

Current USPTO rules permit documents to be submitted within 2 months after
publication but without any explanation of relevance.

The USPTO supports this proposal with some technical adjustment and the addition of
related rulemaking authority by the USPTO Director.

3. Post-Grant Review

Consistent with USPTO recommendations, pending patent modernization legislation
includes provisions to establish new post-grant review procedures at the USPTO. The
provisions are intended to improve upon existing administrative reexamination
alternatives and provide a quicker, lower cost alternative to expensive litigation in
reviewing patent validity questions. Such procedures would complement rather than
displace ongoing quality-focused initiatives at USPTO.

The USPTO has suggested to Congress that the legislation, as currently drafted, be
revised to more closely align with the post-grant review proposal drafted by the USPTO.

The USPTO proposal and both pending bills establish a post-grant review procedure
under which any person may request the USPTO to cancel as unpatentable any claim of a
patent within 12 months after issue or reissue. While the House and Senate bills vary as
to a second window of opportunity for challenging a patent, the USPTO supports
establishment of a second window that would open for a period of six months after a
petitioner receives notice from a patent holder alleging infringement and shows
substantial economic impact.

Trademark Initiatives
The Trademark organization met all of its production and pendency goals for FY 2007.
Trademark first action pendency was 2.9 months and final action pendency, excluding
suspended and inter partes proceedings, was 13.4 months.

1. Telework

The Trademark organization's telework programs continue to be a model for the Federal
government. 85% of eligible examining attorneys work from home and, in fact, 85% of
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all eligible trademark employees participate in a work-at-home program. The attrition
rate for trademark examining attorneys was 2.5% in FY 2007.

2. Office of Trademark Quality Review and Training (OTQRT)

In FY 2003, the Trademark Quality Office (TQO) was recast as the Office of Trademark
Quality Review and Training (OTQRT) with expanded authorities and responsibilities.
While the TQO was responsible for measuring the quality of work product and
maintenance of relevant data, the OTQRT is now responsible for the analysis of the
quality data, identification of quality concerns and development of training initiatives
designed to address those concerns. The Office continues to work with management to
improve quality rather than merely perform measurements.

OTQRT review applications within strict time periods that ensure that corrective action
can and does take place -- the current process is not only an in-process review, but allows
for an in-process correction where appropriate.

Training initiatives that reflect the quality data and analysis are implemented in two main
areas -- in continuing legal and procedural education and through new employee
(primarily new examining attorney) training.

3. Outreach

The Office continues to invite members of the outside Trademark bar to provide industry
specific lectures on trademark topics. Further, the Office has partnered with the
International Trademark Association to jointly develop and present annual training
seminars on particular industries. Recent seminars have focused on the fashion and
retail, food and beverage, and motor vehicle industries.

The Office also arranges for speakers on a variety of current trademark issues and works
with the International Trademark Association on a legal lecture series for examining
attorneys. For example, recent topics have included anti-counterfeiting, ethics, and
perspectives on examination from the point-of-view of private trademark counsel. Also,
the Office meets with user groups on an ongoing basis to obtain feedback on
examination quality.

4. Examining Attorney Training Time

Examining Attorneys are permitted to use up to 40 hours per year to attend training that
directly enhances their ability to perform their duties as Examining Attomneys.

Protection of Intellectual Property

With increased demand for countries to implement effective systems for IP rights
enforcement to achieve their World Trade Organization (WTO) and Trade Related
Aspects of Intellectual Property Rights (TRIPs) obligations, and comply with existing
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and new bilateral/multilateral trade agreement commitments, the USPTO continues to
focus on providing technical training and capacity-building programs for IP rights
protection and enforcement, judicial and prosecutorial education, public education and
awareness efforts, and capacity-building to support the needs of developing countries.
While the USPTO has long provided IP rights assistance and training, the USPTO has
developed a flexible team approach to meet the challenges of TP rights protection and
enforcement in today’s global environment. This effort is accomplished by fulfilling
existing obligations to assist nations in implementing accessible and effective IP rights
protection and enforcement systems; partnering to provide useful programs and training;
and working to increase the accessibility, efficiency, and effectiveness of civil,
administrative, and criminal enforcement mechanisms in global trade, foreign markets,
and electronic commerce.

1. Posting of 1P Experts Overseas

In partnership with the Department of Commerce’s U.S. and Foreign Commercial
Service and the Department of State, the USPTO has posted IP experts in selected, high
profile countries where U.S. IP challenges are greatest. The USPTO has posted experts in
the countries of Brazil, India, Thailand, China (three experts), Egypt and Russia. The
experts advocate U.S. 1P policy and interests, conduct training on IP rights matters, assist
U.S. businesses and otherwise support the Embassy or Consulate action plan on IP rights.

2. Global Intellectual Property Academy (GIPA)

The USPTO established GIPA, which consolidates and greatly expands USPTO’s
curriculum of training and capacity building programs on IP rights protection and
enforcement. Through GIPA, USPTO brings foreign government officials including
judges, prosecutors, police, Customs officers, patent, trademark and copyright officials,
and policy makers to the United States to learn, discuss and strategize about global 1P
rights protection and enforcement. GIPA programs cover the gamut of IP rights
enforcement issues facing the global economy, and are offered by USPTO acting in close
cooperation with other U.S. Federal government agencies.

With the establishment of the Academy, the USPTO also implemented a Foreign
Examiners-in-Residence (FEIR) training program — the first of its kind in international
cooperation and training at the USPTO. Selected examiners from the patent offices in
China, India, Brazil, Egypt, Mexico, and the Philippines participated in an 8-month pilot
training program. The pilot is being evaluated to determine whether to continue the FEIR
program.

3. Training and Capacity Building

In the near future (FY 2009 and beyond), the USPTO plans to strengthen our efforts to
improve domestic and international IP protection. Project activities under this initiative
will include the development and implementation of a series of enforcement programs
including a world-wide program, regional programs, programs designed for single
country participation and topic specific programs; increase the level of partnering and
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resource matching with other government agencies, intergovernmental organizations,
international organizations, and foreign international IP offices. An increase in bilateral
activities between the USPTO and other foreign governments including consultations on
the implementation and effectiveness of enforcement provisions is anticipated.

4, Free Trade Agreements (FTAs)

The negotiation of FT As with trading partners is an essential mechanism for
strengthening protection of U.S. interests abroad. The USPTO actively works with the
USTR to develop standardized text for the TP section of FTAs, as well as advises the
USTR during negotiation and implementation efforts. Additionally, technical assistance
for FTA implementation would be provided. In FY 2007, the USPTO led the negotiations
for the IP Chapter of the U.S.-Korea FTA, which is arguably the strongest IP chapter in
any FTA and the most commercially significant FTA agreement in over 15 years. The
USPTO also participated in negotiations on the IP chapter of the U.S.-Malaysia FTA, and
negotiations and implementation of the U.S.-Central American FTA with the Dominican
Republic. The USPTO will continue to support USTR in FTA negotiations, as
scheduled.

5. IP Public Awareness Program

The USPTO holds conferences for small- and medium-sized businesses where
participants learn about the importance of IP rights and how to protect and enforce these
rights. In FY 2007, the USPTO formed a partnership with the U.S. Chamber of
Commerce enabling the USPTO to share duties of agenda-building, funding, and
outreach. Events were held in Raleigh, Detroit, Burlington (Vermont), San Antonio,
Portland (Oregon), Seattle, Denver, and Los Angeles. The USPTO also organized two
China specific events that took place in Philadelphia and Kansas City (Missouri).

Large companies presented “lessons learned” and “best practices” to small-business
attendees and small-businesses discussed the importance of their IP protection. More than
1,300 small- and medium-sized businesses attended. As a new outreach and educational
tool, the USPTO distributed more than 1,500 CDs on IP protection. The USPTO will
continue to hold small-business outreach seminars. Also in FY 2007, the USPTO began a
partnership with the Ad Council to reach young Americans through a national ad
campaign called /nspiring Invention, which seeks to make inventing and developing new
ideas part of children’s lives. Radio and television commercials are now playing
throughout the country with the message, “Anything’s possible. Keep thinking.”

6. STOP!

The USPTO is fully engaged in the Bush Administration’s Strategy Targeting Organized
Piracy (STOP!) in the fight against piracy and counterfeiting around the world. In
addition to training and outreach efforts, USPTO TP attorneys continue to staff the STOP!
Hotline, which lets callers receive information on TP rights and enforcement from our
attorneys with regional and subject matter expertise.

18



28

Conclusion

Intellectual property rights are a critical aspect of how nations protect and promote
innovation and global competitiveness. The United States represents the gold standard
for intellectual property protection, and the USPTO is the most productive and most
respected intellectual property office in the world. However, because intellectual
property protection is so fundamental to our Nation’s economic growth, being the best is
not enough. We must approach perfection. Despite the challenges, we at the USPTO
strive to get it perfect, and we look forward to working with the Subcommittee to ensure
that we do.

Thank you.
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ATTACHMENT

USPTO UPDATE
BEFORE THE
SUBCOMMITTEE ON COURTS, THE INTERNET AND INTELLECTUAL PROPERTY
COMMITTEE ON THE JUDICTIARY
U.S. House of Representatives

“USPTO Oversight Hearing”

FEBRUARY 27,2008

The following is an update of USPTO activities since the last oversight hearing before
this subcommittee in September 2005.

PATENTS

. Patent’s production has increased by 21.5%

. Lowest error rates in Patents in a quarter century

. Highest quality increases in every quality measure
. Highest affirmance rate at the Board - 69%

. Lowest allowance rate in USPTO history, dropping from 70% in 2000 to 44% in
the first quarter of 2008

. Hired more than 2,400 highly qualified patent examiners

. Implemented an Accelerated Examination procedure whereby any patent
examination will be completed within 12 months

. Increased electronic filing in Patents from 2% to 70% currently

. Implemented nearly full-time teleworking for patent examiners—went from zero
to more than a thousand patent examiners working nearly full-time from home.
0 83% of participants reported an increase in morale
0 87% of participants reported they were more likely to work more years at

the USPTO

0 10% average increase in production of participants

. Implemented a program providing laptops for all patent examiners
0 86% of participants reported that job satisfaction improved
0 70% of participants said productivity increased

. Implemented a “flat goal program” to provide greater pay for higher production
0 83%% of participants reported their job satisfaction improved
0 5% average increase in production of participants

. Reduced attrition levels in the critical first-year area in 2007 by 25% (5 points)
and by 50% (10 points) in recruitment bonus targeted areas, compared to the
historical average of 20%

. Increased pay of patent examiners through a special pay rate and implemented
recruitment and retention bonus programs
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TRADEMARKS

. 41.3% increase in production

. Lowest historical error rates in Trademarks

. Increased teleworking for eligible trademark examiners by 23% to 85%

. Tmplemented work at home for 85% of all Trademark employees

. Implemented AWE educational opportunity program

INTERNATIONAL

. Conducted over 120 training programs for intellectual property officials

. Held first ever (May 2007) meeting of the heads of the five largest IP Offices to
discuss cooperative efforts to improve patent quality and efficiency

. Completed the Global Intellectual Property Academy facility to deliver targeted
programs and training for foreign IP and enforcement officials

. Implemented first of its kind Foreign Examiners-in-Residence training program

. Participated in negotiations on [P chapters of the U.S.-Korea, U.S.-Malaysia and

U.S.-Central American/Dominican Republic FTAs
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Mr. BERMAN. Thank you.
And Ms. Nazzaro?

TESTIMONY OF ROBIN M. NAZZARO, DIRECTOR OF NATURAL
RESOURCES AND ENVIRONMENT, U.S. GOVERNMENT AC-
COUNTABILITY OFFICE, WASHINGTON, DC

Ms. NAzZARO. Thank you, Mr. Chairman and Members of the
Committee. I am pleased to be here today to discuss the U.S. Pat-
ent & Trademark Office.

As the Chairman noted, my current portfolio does not include
USPTO, but I have had over 10 years experience where I did have
responsibility for Federal research and development programs, in-
cluding intellectual property and the oversight of USPTO. I am
here today pitch-hitting for one of my colleagues who is undergoing
cancer treatment.

My testimony today will be based on a report that we issued last
September entitled, “U.S. Patent & Trademark Office: Hiring Ef-
forts Are Not Sufficient To Reduce The Patent Application Back-
Og.”

Specifically, I will discuss (1) USPTO’s process for making its an-
nual hiring estimates and the relationship of these estimates to the
patent application backlog; (2) the extent to which patent examiner
hiring has been offset by attrition; and (3) the factors that may con-
tribute to this attrition, and the extent to which USPTQO’s retention
efforts align with examiners’ reasons for staying with the agency.

First, as a result of its increased workload relative to its existing
workforce, USPTO determined that it would need to hire additional
patent examiners each year. However, the agency identified its pro-
jected annual hiring estimates primarily on the basis of available
funding levels and its institutional capacity to train and supervise
examiners and not on existing backlog or the expected patent appli-
cation workload. Although this process is generally consistent with
the Office of Personnel Management’s workforce planning strate-
gies, the process does not consider how many examiners are needed
to reduce the existing patent application backlog or address the in-
flow of new applications. Consequently, the patent application
backlog has continued to increase, and it is unlikely that the agen-
cy will be able to reduce the backlog simply to its hiring efforts.

Second, in addition to the patent examiner attrition, which has
continued to significantly offset PTO’s hiring process from 2002
through 2006, one patent examiner left the agency for every two
patent examiners hired. Of those who left, 70 percent had been at
the agency for less than 5 years. This represents a significant loss
to the agency, because these new examiners are primarily respon-
sible for the actions to remove applications from the backlog. Ac-
cording to USPTO management, patent examiners leave the agency
primarily for personal reasons, such as the job not being a good fit
or the need to relocate in the event of a spouse’s job. We also sur-
veyed a random sample, though, of over 1,400 patent examiners, in
which we received an 80 percent response rate. In contrast, 67 per-
cent of the patent examiners we surveyed identified the agency’s
production goals as one of the primary reasons examiners may
choose to leave USPTO. These goals are based on the number of
applications patent examiners must complete during a 2-week pe-
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riod. However, the assumptions underlying these goals were estab-
lished over 30 years ago and have not been adjusted to reflect
changes in the complexity of patent applications. Moreover, 70 per-
cent reported working unpaid overtime during the past year in
order to meet these production goals.

On the other hand, a number of different retention incentives of-
fered from 2002 through 2006, such as a special pay rate, perform-
ance bonuses and a flexible workplace were the primary reasons
patent examiners identified for staying with the agency. According
to USPTO management, their most effective retention efforts were
those related to compensation and an enhanced work environment.
GAO’s survey of patent examiners indicates that most patent ex-
aminers generally approve of the retention efforts and ranked the
agency’s salary, which can be more than 25 percent above Federal
salaries for comparable positions, and the flexible work schedule
among the primary reasons for staying with the agency.

In conclusion, despite its efforts to hire more patent examiners
and implement retention incentives, USPTO has had limited suc-
cess in retaining new patent examiners. Because production goals
appear to be undermining its efforts to hire and retain a highly
qualified workforce, we believe the agency will continue to be lim-
ited in its ability to meet the increasing demand for U.S. patents
and reduce the growth of the patent application backlog, and ulti-
mately may be unable to fulfill its mission of ensuring U.S. com-
petitiveness. Thus, we recommended that USPTO undertake a
comprehensive evaluation of how it establishes these goals and re-
vise its goals as appropriate. USPTO agreed to implement this rec-
ommendation once it determines the effect of recent initiatives de-
signed to increase the productivity of the agency through a more
efficient and focused patent examination process. We are interested
in timeframes and strategies that the agency has in place to try to
implement this recommendation.

Mr. Chairman, this concludes my prepared statement. I would be
happy to respond to any questions that you or Members of the Sub-
committee may have at this time.

[The prepared statement of Ms. Nazzaro follows:]
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LS. PATENT AND TRADEMARK OFFICE

Hiring Efforts Are Mot Sufficient to Reduce the Patent
Application Backlog

What GAQ Found

UISPTO primarily dieterminnal its anneal hiriog cstimates on e basis of
avallable funcirg levels and institational capacity to tradn and sugeervise new
pateni examiners, and nob on ihe basis of the mnsber of patent excamimers
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esdimales is genemlly consistent with accepled workforee planming stmiegies.
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apglicaliones, i i= unlikely that the agency will be abde (o rechuee the growing
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imstitigtborml cnpacity will suppon, stirition is significnnily offseting the
agency's hiring efforts, and agency management aul patent examiners
ilssgree sl the cises of aitdfion. Specifically, Trom 5002 hreagh 20060,
v pralenl exaaniner beft USPTC for neardy every two hired=T0 pegoent of
thesse wha lefl had been ot the ngency for bess than b yenrs. This epesents n
sinlieant boss b Ghe sy becaigse new pabeid examives ame primarily
respanesible for the aetlons that remove spplientions from the backlog,
Accondiog to USPTO maragetant, patenl cxamines primatily beave the
ageney becmuse of persomld reasons, such as Gnading that the job is not a good
fit. In contras, 67 percent of patent exnminers identified ihe agency's
prodiiction geals ans the primany pesons ey would comsbder badng the
ey, These goals are bossed on Chee mimbser of appHcations polend
exmminers et complete during n 2weck period. However, the nssamptions
miderlylag Uhese goals were estalilisbod over 50 vears ago el love ol sinees
et neljustend 1o peflect cheaues i the complexily of ptent spplicitions,
Morenver, T0 percent of patent examiners reporbed working wnpaid overtime
iburing the post wesr im order o meet thelr production gosls. The large
peetenidage ol e iners working overtine o paeet peoduction goals md wiee
woriil chosse 1o lenye e sgency becnuse of these goals moy alicate (hat
Uheser goals alo ned mecurately reflect the Unse nesded (o review spplicstbors
sl ape vpderminieg USPTORS hising effors,

The retention inceptives and Dexibilities USPTO s provided over the nst 5
yeirs generally align with the primary reasons potent cxnsiners bdeetifed for
stayiing with the sgoncy, Botween 2002 aml 2006, USPTO wseld o variety of
retemion Mexibilithes, sisch ns a sprecial pay mabe, performsnes boases, and a
Mexilde work place to encoumge pales exominers o stny wilh the agency,
Meenrding 1o USPTO mamsgement, thelr most effective retemtion o Tons won
e pednbel o compsensation amd an enbaiosd work environment. GADVs
=urvey of padenl examiners indicates thal most patent examiners genermlly
apgroved of USPTOYs retention efforts, snd maked the agency’s salary and
bt e imeshilives s woell ms the Bexible work sclediide anong the iy
resisens for staying with the agrency.

United Slates Gorverfomnt Soosinlabiny Difcs




35

Mr. Chairman and Members of the Subcommities:

I am plexsed 1o be here today o discuss GAD'S recent repon on the LS
Patent and Trademark Office (USPTO) Protecting intellectual propenty
rights and encouraging technological progress are important for ensuring
the current and fulure competitiveness of the United Siates. As you know,
USPTO helps protect the nation's competitveness by issuing patents thag
prodect new idens and investments in innovations, ranging from new
treatments for diseases 1o new wireless technology applicaticons
However, recent increases in both the complexity and vohome of patent
applications have lengthened the time it takes the agency 1o process them
anl pnised concers among intellectual property organkztions, patent
haolders, and others about the quality of the patents that are seed, Croer
the lnst 15 years, the number of patent applications that have not yet been
reviwed, called the backiog, has continued 1o grow—Iincressing since
fkscal year 2002 by nearly 73 percent 1o about 730,000 applications.

USPTO relies on & workforee of nearly 5,000 patent examiners (o review
andl make decisions on patent applications. The number of patent
applications that cam be reviewed in any ghven year §s dotermined by,
among other things, the number of examiners hired, s well a5 the overnl]
size and experbence of the patent examination workforce, Patemt
examiners are assigned o biweekly “produsction goal,” which represents
the number of specific actions and dectsions that patent examiners must
make abowt patent applications tey review in a 2-week period.” USPTO
nssesses patent examiners’ performance on their sbility 1o meet thelr
Roals. However, a5 we noted in 5006 and again in 2007, the assumptions
underdying the agency’s production geals have not been updated since
1978,

Wa, P8 Patewd mnd Trodemard i Alining Efforts Are Nof Safficiond b Reddune the
Patend Appliceation ockiog, G007 1102 {Wesbingion, 1.0 - Sepl |, 2007)

SUSIT, i agenicy withdn e Departmest of Comimeiey, cofsts of (60 ofgeststin,
et ot il il it i (rmdemaries. This staleimnenl ficwses o e e ofgssiation,
which sceounis o spprovissiely 76 perersd of te agency’s fresmoes.

U b e ks o vy bt i e [astent appdieation [rooes bo evaluste 3 paenl
xS,
s b th s o bt Aqppesas and
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Smee 00, USPTO has implemented o varbety of human capital
Mexdbibities, such as recrultment bonuses and liw school witon
relmbursenyent, (o help stiract snd retaln enough patent examinens o
meet the growing demand lor patents. Nevertheless, the rate of stirition
Tor patent examiners has contineed to increase, especially among patent
examiners who have been with the agency for bess than 5 years.

My testimony today summarizes Andings from GAD's 2007 repart,
specifically { 1) USPTOs process for identifying ity annual hiring estimates
anal the relationship of these hiring estimates (o the patent application
backiog: (2) the extent to which patent examiner hiring has been offset by
atirition pt USFTO, and the fnctors that may contribute to patent
wxnminers” declsions o leave the agency; and (1) the extent to which the
retemtion incentives and fexibilities USPTO has implemented align with
patent examiners’ reasons for staying with the agency. This repont was
conducted in pecordance with generally accepted government auditing
stamdards. Those standards require thag we plan and perfomm the aadit to
obtain suflickent, appropriate evidence to provide o reasonable basis for
our findings and conclusions hased on our sudit olijectives. We believe
that the evidence obtnined prosides n reasonable basis for our findings
anad conchesions bused on our sudit objectives.

In summary, we found the following:

In each of the last § years, USPTO identified its projected annual hinng
estimates primardly on the basis of hiw many new patent examiners it has
the budget and supervisory and rainkng capacity (o support, and net on
the excisting backbog of the expected patent application workload.
Although USPTO's process for identifying its anmeal hiring estimates is
generally consistent with acoepted workforee planning strtegies, this
prcess does not conskder how many examiners are needed o reduce the
existing patent application backlog or address the inflow of new
applications. As such, it s unlikely that the agency will be able 1o reduce
ihe growing backlog sbmply through its hiring effors.

Antrition ks significantly offseting USFTO hiring progress, and agency
muamngenvent and patent examiners disagres aboat the canses for this
antrition. From 2002 thivuagh 2006, one patent examiner left USFTO for
nearly every two the agency hired. Of those whea left, 70 percent had been
at the agency for less than § years. This represents a significant loss 1o the
agency because new patent examiners are primarily responsible for the
actions that remove applications from the backlog, According 1o USPTO
managenient, patent sxaminers lepve the ngency primarily for personal
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reasons, such as the job not being a good fit or tamily rensons. In controst,
07 pervent of patent examiners we surveyed as part of our 2007 repont
identified the agency™s production goals as ane of the primary reasons
examiners may choose o leave USPTO, Moreover, 70 percent of patent
examiners reported working unpabd overtime during the past year in order
1o meet their production goals. Such a large percentage of patent
examiners, who are working extra time to meet thelr production goals and
choosing to lemve the agency beeause of thise ganls, mny be an ivdieation
that the production goals do ot accumiely reflect the time patent
examiners need to review applications and are undermining USFTO's
hiring effons.

The: retention incentives and fexibilities USFTO has provided over the Last
& years genernlly align with the primary reasons palent exaniners
identified for staying with the agency. According to USFTO management,
the mos effective retention efforts wene those related v compensation
anl an enhanced work environment. Specifically, between 2002 and S8,
USPTO ased o varlety of retention Aexibilithes, such as a special pay mee,
performance bomeses, fexible work place, and a telework progam to
efcoirage palen examiners to stay with the agency, Most patent
examiners who participated in owr survey indicated that they generally
approved of USPTO'S retention efforts, and manked the agency's salary and
ather pay Incentives, as well ps the flexible work schedule, among the
primary reasons for staying with the agency.

Background

To obtakn a patent. rventiors—or more wsually their silomeys or agents—
subimit an application to USFTO that fully discloses and clearly discribes.
one of more distinet innovative features of the proposed imention and pay
a filing foe o begin the examination process. USPTO evaluntes the
application for completeness, classifies it by the type of patent and the
technobogy lmmlved,' and nssigns it for rvdew to one of its opertional
units, called technology centers, that specinlizes In specific smas of
scipnce and engineering. Supervisors in each techinology center then
assign the application to s patent examiner for further review to determine

‘steniin eypically Bl o e of b cotogoties (1) iiliy—For mefil irrntionms, sich
i i, il il ol £ , pcsitionn of mtler, (2] destgh— o
whangs= in confgarmtion, shaps:, or surfsce omurentabion thel & nd ook changssin
Fuarecthor; o () plaind —for asecually pepecducilds planis. & foarih calogory, “reissus
fnivsints,” prliors o jusiits USPTO gradits as fusf any pend fhal s i o
oy dlefective, (s paterils cosetililed ks e Bl l ol | pepoenil ul palenils el i
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If & patent is warranted, In making his determination, patent exnminers
st meset twio specklic milestones in the patent examination process: flrst
actions aml disposals.

= Firsf oction. Af this milestone, patent examiness notiy applicants
about the patentability of thelr imvention, After determining if the
imvention is new and wseful, or o new and uselul Improvement on an
existing process or maching, pateniability ts determined through a
tharough investigntion of information related o the subject matter of
the pabent application and already npvailalde before the date the
application was submirted, called prior an. Prior an inclades, but is not
limited to, selentific puldications and U5, and intemational patents,

= Pigposal. Patent examiners dispose of o patent application by
determining, among other things, il a patent will be gramed—called
Allowance—ar not.

Fatent examiners recelve credit, codled counts, for ench fivst action and
disposal, and are sssigned production goats on the basis of the number of
peodduction wnits—comprised of two counts—they ane expectad 1o achime
in p Zoweek perbod. The counts in o production unit miy be any
combination of first actiors and disposals.

The provdduction goals that are used today to measure patent examiner
performance are based on the same sssumptions that USPTO established
im the 16708, At that time, production goals were determined based on the
bellef that it should thke & patent examiner & certain amount of tme to
review a patent application and schieve two counts based on their
experience (&8 determined by thetr position in the agency) and the type of
patent they are reviewing. As o resull, these goals vary depending upon
he palent examiners position based on the federal government's general
scheduilbe pay scale (GS) and the technology center In which the pateat
examiner works. For example, a G512 patent examines working on data
processing applications is expected to achieve two counts in 306 hours,
whereas o G512 patent examiner working on plastic modding applications
s expectied to do so in 20,1 howrs. GS-7 patent examiners working on
those types of applications, hawever, ame expected to achbove two counts
im 451 and 28.7 hours, respectively. Patent examiner achbovements are
recorded biweekly, and, ot the end of each fiscal year, those patent
applications that have not been reviewed for first action ane counted s
part of USFTO' Inventory of anexamined applications, otherwise known
&8 the patent application backlog.
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e ————————————
USPTO’s Annual

Hiring Estimates Are
Determined by
Funding and
Institutional Capacity
and Are Unlikely to
Reduce the Patent
Application Backlog

In each of the last § years, USPTO has identifted its annual hiring estimates
primarily on the basis of available fanding levels and its instbutional
capacity to iraln and supervise new patent examiners, and not on the basis
of the number of patent examiners needed to reduce the existing backlog
oF review new patent applications. Alhough this process ks consistent
with workforee planning stirategies established by the Office of Persannel
Management (OFM) and has enabled the agency to better match its hiting
estimatis 1o s institutional capacity, USFTO' ability to reduce the patent
application backiog simply throwgh s hiring efforts 15 anlikely.

Specifically, USFTO begins the process of idemifying projected hiring
estimates as part of creating its budget submission for the Office of
Managenent and Bodget (OMB) 18 months before the start of the hiring
year in order to meet OMBE's submission timeline, After consldering
expected funding bevels and madlable patent examiner workforee data,”
USPTO considers iis institational capacity o supervise and tradn patent
examiners. For exsmpde, in identifying its fscal year 2002 hiring estimate,
USPTO determined that funding svailability woubd Hmit the number of
patent examiness the agency coubd hire, and established its estimate on
thie bassés of the number of patent examiners the agency had hired in the
myst pecent year, However, in Escal years 2000 through 20065, USPTO
determined that funding would not be 2 limiting factor, and the agency's
hiring estimates were based primarily on its instiutional capacity o
supervise and train patent examiners.

USPTO considers a number of fcions in determinkng its instinutional
capacity to supervise and train new patent examiners. For example, it
determines iis supervisory capacity by considering the namber of
miditional patent sxnminers who can be placed in g technology center.
This number is Bmited by the number of supervisors available in each
center who can sign patent application approviks and rejections and
proaddi on-te-fol-iraining for new patent examiners. Although new
patent eoaminers can redew the prior art relating 1o patent applications,
only supervisors can suthorize a new patent cxamines’s decision to
approve or reject a patent application. Inoan offort oo avold delays and

USITUR statend il i1 s i pubiisl Bipocading sl inonlel i oo Lo detertinie il
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ineiTickencies in inltial and final decistons on patent applications, the
Agency tries 1o ensure that the supervisor 1 patent examiner ratio is about
1 supervisar for every 12 patent examiners. Similardy, USPTO iraining
capacily ts detemmined by the mumber of patent examiness the agency
beedigvies it can train in 8 year. Training capacity was based on 2. or 3week
conrses offered thooughouwt the year and were led by supervisory patent
examiners. The conrses could accommiodate about 16 patent examiners
each, and in fiseal year 2004, acconding to USPTO, the agency offered
about 28 training sesdons.

Because USPTO"s projpected hiring estimates are established at least 18
momnths in nedhance of the hiring year, the agency continually refines the
estimates to reflect changes that might oecur during this pedod. For
oxample, in 2002, when it coeated iis budget submission to OMB, USETO
projected it would hire T80 patent examiners for fiscal year 2004,
However, due to budget constradnis, the agency actaally hired 443 patent
examiners in fscal year 2004, Figure 1 shows USPFTO' projected and
actunl hiring numbers for fscal years HHE through 2006

1: USPTD Patent Examiner Projecisd Hiring Eslimabes and Actual Nurmbses
Fiscal Years 2007 through 2006 ity
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The differences between progected hiring estimates and the number hired
occirmed primarily becaise of funding svallability. In fiscal years 2003 and
2004, secomling to USPTO, the agency’s appropristions were significantly
less than the agency’s budget requests. As o result, the agency coubd not
financially suppon the number of new patent examiners it had iniially
plaived (o hire. In fscal years 2005 and 2006, however, USPTO hired more
patent examiners than originally planned because the agency’s
approgriation for tose years was greater than anticipated

Ther wary in which USPTO identifies anmual patent examiner hiring
estimntes s generally consistent with workforee planning strategies
endomed by OFM. For example, OPM mecommenids that agencies
regularky tack workforee trends (o ensure updated modeds for meeting
organizational needs; base declsions on sources of information such s
past workforee data: and include in its workforee planning process a
warkforee analysés system that identifies current and futare losses de 10
atrithon, Wi found that USFTO generally followed these processes,

Recognizing the need 1o Increase iis instiutional eapacity bo hire mone
patent examiners, USPTO has taken steps (o norease its traknkng and
supervisory capacity. To incrense its training capacity, USFTO
Implemented an S-maonth trainkng program in fiscal year 2006 called the
Patent Training Academy. According to USPTO, the academy provides the
agency with 3 constant annwal iralning capacity for 1,200 new patent
examiness for each of the next 5 years. Moreover, USPTO officials believe
that the academy may indirecily improve the agency's supervisory
capacity because new patent examiners should be better prepared 1o stam
wark in a technobogy center and therefare will nesd less supervision and
onthijol training. USPTO plans to monitor mivw pabent examinens afer
they have graduated from the academy 10 detemmine i the agency can use
ihis approach (o increass it institutional capacity and, therefore, s futuse
annual hiring estimages.

Even with its increased hiring estimates of 1,200 patent examiners each
year for the nat & years, USPTO% patent application backlog ks expected
o knerease to over 13 million at the end of fiscal year 2011, The ngency
has also estimated thot if it were able to hine 2,000 patent examiners per
year in fiscal year 2007 and each of the next 5 years, the backiog would
continue to inorease by about 260,000 applications, o 853,643 pf the end of
fscal year 2001, Despite jts recent increases in hifing, the agency has
acknow hedged that it eannot hire iis way out of the backlog and b now
focused on slowing the growih of the backlog instead of reducing it
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¥ Alhough USPTO is hirng &8 many new patent examiners as |t has the
ﬁ.ﬂ‘."lFlD“ Has anmual funding and institational eapacity to sappon, sttriton has
Significantly Offset comtinued 1o [nerease AMONE PAEN! EXAMIners—one palent examiner has

i Ieseens et for nsarly every two hired over the last G years. For exanple,
Hiring over the Last 5 from the beginning of fseal year 2002 through fscal year 2006, USPTO

Years, and ME“C}' hired 3672 patent examiners. However, the patent examination
Management and workforee only Increased by 1644 becaiss 1,663 patent examiners let the
i agency and 385 patent examiners were elther iransferred or promoted oat
Patent Examiners of the pesition of patent sxaminer. As shown in figire 2 approximately 70
Disagree about the percent of the patent examiners who lefl the agency had been st USPTO

R for less than § years, and nearly 33 percent had been at the agency for less
Reasons for Attrition a1 year
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futlisinl it liferee, bast {8 USETTICH, il prgemenl spgeoninuiely [
petend of galin cxasmines stiriion foe el yess S0 dlaoagh S0
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The: agtrition of patent examiners who wene at e agency for less than &
years is n significant boss for USPTO for a variety of rensons. Fira,
attrition of these stalf affects USFTO ability to reduce the patent
application backiog because these bess experenced patent examiners are
primarily responsibbe for making the initial decisions on patent
applications—the triggering event that removes applications from the
backlog. Second, when these staff leave USFTO, the agency loses up o &
years of tralning investment in them because patent examiners requine 4 o
i years of on-the-job experience before they become fully profickent in
conducting patent application reviews. Third, the more experienced
examinens who have the ability o examine more applications in less tme
have o instead devate moee of their time to supervising and training the
less pxperienced stall, thereby further reducing the agency’s overall
productivity. Fiaally, these workforee lesses reduce the pool of potential
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supenvisory patent exmminers for the future and therefore impals USFTOS
abdlity to increase s supervisory capacity and, altimately, its hiring goals.

We found that USPTO management and patent examiners disagres
significantly o the ressons for the agency’s attrition. According 1o USPTO
manngenent, personal rensons are e primary reasons (hat couse patent
examiners (o leave the agency.” Same of these reasons include the
following:

= Thi natuare of the work at USPTO doées not fit with the prefermed
waorking styles of some patent examiners, such as those with
engineering degress who are looking for more “hands-on” experiences.

= Mony patent examiners enter the workforee directly out of college and
are looking v sidd USPTO to thedr resummyes and move on o another jiob,
rather than bullding » career a1 the sgency, otherwise kmown &S the
“millennial problem.”

= Patent examiners may choose (o baave the ares, as opposed 1o choosing
o leave the ngency, becnsse thelr spouss transfers to a position
outside of the Washington, DuC, area; thie cost of living is wo high; or
the competitlon s too high for entry into the Washington, [.C, area
graduate and post gradunte progmms for those patent examinens whio
would Hke o pursue higher education.

According to USFTO management, the agency has a number of ongolng
effiorts to help nddress these issues. For example, the agency is
developing & recrultment tood to better nssess applicant compatibélity with
thee agency’s work environment: targeting mideareer professionads during
the recruitment process; and conskdering the creation of offices kocated
outside the Washington, D.C, area 1o provide lower cost-of-living
altemnatives for employees.

‘While Patent Office Professionnl Associalion officials—the unbon that
represents patent examiners—agreed that in some cases personal reasons
may contribute 1o patent examiners leaving the agency, they believe that
the unrealistic production goals that the agency sets for palent examiners

Tl vtem "ttty vasstis” drefom b e fop v provets galon etamines ke the
AR Be] ey LEITTLE s ol i the Lo (i o inedo slsbisieally
signilicant powsire provided by ool exassines in o survey
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s primarily responsibde for stirition” Specifically, scoording to unlon
officinks unrealistic production goals have created a "sweat shop culture™
within the agency that requires patent examiners 1o do more in less dme
andd has therefore been o significant contributor 10 patent examiners”
decisions to leave USPTO. To call atlention to this concem, in April 2007
the unlon joined the Staff Unlon of the Exropean Patent Ofice and other
intemntional paten examiner organizations in a letter declaring that the
P o patent finrs 1 the world have reached such o bivel
that in the absence of Serbous measares, intellectual propenty worldwide
would be ot risk. The betber recommended, nmong other things, an
increase in the time patent examiners have (o review patent applications.

Patent examiners who participated in our survey generally agreed with
unlon officials. Specifically, approximately 67 percent of patent examiners,
regardless of their tenure with the agency, sald that the agency's
production goals were among the primary reasons they would consider
leaving USPTO, Moreover, we estimated that 62 percent of patent
examiness are very dissatisfied or generally dissatisfied with the time
USPTO allots 1 schisve thelr production goals: and 50 pereent of patent
wxaminers are very dissatisfied or genernlly dissatisfied with how the
agency caleulntes production goals. In addition, o namber of respondents
nated that the production goals are cutdated, have not changed in 30
years, and some technologies for which they evaluate applications had not
even been discovered at the time the agency's production goals were set.
Filty-nine percent of patent examiners believed that the productkon system
should be resvalusted, including altering the produection goals to allow
e time for patent examiness o conduct their reviews,

W andd othiers hive reportied in the pass that the assumptions underying
the agency’s prodisction goals were established over 30 years ago and have
nat since been adjusted 1o reflect changes in science and technology.
Morecver, USPTO uses these production goals to establish its overall
performance goals for patent examiners, such as the number of first
actions to be completed in a ghoen year® However, from 2002 throagh

"N et 0 W by b bemtifhend i prvrsd decindon by URITO st o irack when
et e e s b e b ing ws annotheT Frisin ful e cxsssners wosli]
whasese fos v ihe sggency, Vindon offlclals declinesd o rmnk Ehe resscns ey beliove
bt eamdners heave UHIPTOL, peefearing instessd thal we roly om palend ccambnes sursy
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2006, the agency missed s prapections in 4 of the §years. Furthermore,
aceonding to our survey, patent examiners are discontented with the
actions they kave to txke in order 1o meet their production goals.
Specifically, 70 percent af patent examiners who participated in ouwr
survey reported working unpaid overtime to meet their production goaks
dhuring the last year, some reporting working aver 30 extm hours in a 2-
week perod. In addition, we estimated that 42 percent of patent
examiners had (o work while they were an paid annual lesve in onder (o
meet thelr production goals. The percentage of patent examinérs working
while on paid lemoe was significantly higher for those with longer tenure ag
the agency. Wi estimated that 18 percent of patent examiners who had
been at LISETO from 2 to 12 months worked to meet thekr production
goals while on pakd leave, companed with 30 percent of patent examiners
with over § years” experience. As one respondent to oar sarvey expladned,
“Vacation time means cotch ap time.” Another respondent summed up the
simiation &= follows: *[ know that the production goals sre set 10 keep as
mitivated in order vo help get over the backlog but if & majority of
examiness cannol meet those goals without relying on unpaid oventime or
annunl leave then semething is wrong with the system.” According to our
sarviry results, 5 percent of patent examiners kientified the amount of
unpubd cvertime that they have to put into meeting thelr production goals
a8 A primary reason they woull chocse to leave USPTO, and 37 percent
identified the amoant of thime they must work daring pald leave in onder 1o
meet thelr goals &5 » primary reason (o leave the agency,

Even thaugh the agency has not been slde to meet its productivity goals
for the last 4 years, this extensive amount of unpaid ovenime patent
examiners have 1o work in onder (o mest thekr production goals doss not
appear 1o be n concern for the ngency. When we asked USPTO
management about the agency’s policy for unpakd overtime 1o meet
production gaals, the Deputy Commisstoner for Patent Operations told s,
“As with many profesdonals who ionally remain al work bager o
muakeit up for ime during the day spent chatiing or because they were liss
prochuctive than intended, examiners moay stay at the office (or remaote
location)) benger than their schedubed tour of duty to work”™

Page 12 AR 2T
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L
Retention Incentives

and Flexibilities
Provided over the
Last 5 Years Generally
Align with the
Primary Reasons
Patent Examiners
Identified for Staying
at USPTO

From 2042 o 2006, USFTO offered o number of different retention
incentives and fexibilities, as wbde | shows.

I ——
Tabse 1: Fetention Incentives and Flexibilities Provided by USPTO by Category, and

Otkwer Amtantion Effarte, Fiscal Years 2003 throwgh 2004

Categary Retention incentie, Nexibility, or other

[+ s P o8 b

& [Flsobis spanding scooonis that nllow paient suamnems bo st
amida funds for axpenses relafed o heslth care and cacs for
dafantarts

«  Law school hution reimbursement program”

Picnoompsetiase b B iy Hull o ravel

Feciunmant bonuses up 10 58,900

Special pay rale’

Transh subssdly program

Enharced work Casunl drass polcy

BRI

Flewibie work schedules, including the abify b schedals hours

off during the day

L 3 COPTETRINE Tachnigees [a.g. town
Pall raaings, calies chats wih the i

s Mocost Faall screanings @l an co-ale haakh unll slaled with a
Qe fUTEE Rl [T hEmn

= On-gde child caes @0l fness comters

s Cosadon of a commifies 1o organizs mcreaonal and social
! much s a basketbal and Hab party

o Wik o Bome opperianitea

Cihar tolnndon & mmmwﬂm-mmm
aflona AR h training fof patent

sxnmnai

a  Famaton of & Palerts Astenson Councl 1o focus on palect
axhiminal rebantion Maues m LISFTO

A gurvey gven In potential sgpplcants darng The rcrating
proscmi 10 Eeatler Bddaih appkcant compatbity with e USPTO
LTk, Bl GRS

T —
UEPTO peovicied B law school lulion program o o ysan batween facal yean 2002 and 2008
“Thes sl Dy Fale Wil B o 2008 med wer i s in Jaruary 00T

According o USPFTO management officials, the three most effective
retention incentives amnd Oexibilites that they have offered are the special
pay rates, the bomus stracture, and opportunities 1o work from remate
locations. More specifically:
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Specind pay mte. In November 2006, USFTO received approval for an
ncross-the-board special pay rate for patent examiners that can be
muore than 25 percent above federal salaries for comparable positions.
For example, in 2007, a patent examiner at USPTO earmdng 847,610
wamld earm $37,040 in o similar position at another federal agency in
the Washinglon, D.C., area

= Bowws strecture. The agency swarnds bonuses (o patent examiness who
exceed their production goals by of benst 1D percent. For example,
aceording to USPTO, in fiscal vear 2008, 50 percent of eligible patent
examiners who excesded prodaction goaks by 10 percent or more
received a bonus. As table 2 shows, USPTO swanded 4,645 bonuses to
patent examiners that fotabed over #1006 million in fiscal year 26

= Chpportuities b work from eemate foecabions. In fiscal year D06,
approcimately 20 percent of patent examiners participated in the
agency’s telework program, which allows patent examiners to conduct
some of all of their work away from thelr officinl duty station | or moge
days o week In sddition, when USFTO began n “hoteling”™ program in
fscal yesar 2008, approximately 10 percent of patent examines
participated in the progeam, which allows some patent examiners to
wark from an aliemative location. "

B )
Table 2: Numbaer of B and Bonus A USPTO Awarded, snd Numbses of
Patent Exserinbis Parlicipating in the Telewsrk Pregram in Fisesl Years 2002
throwgh 2008

002 003 04 005 2006
Murrbar of borsses 4877 4838 505 4587 4645
Bonus Ameund (deilars o o) §103 §100 §115 §100 S0
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According to the results of our survey, patent examiners generally agreed
that compensatbon-related retention incentives and effons 1o enbance the
work environmant were among the mast imporant reasons they would
chaase 10 stay 1 USFTO, as able 3 shows.

Tl 3: Patestl Exami " Vierwa o T atin: Related ard Enhanced Work
mmnmu-h' ing Crder of Imp
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Despite USFTO' effoms to hre more patent examiners anmally and

implement retention incentives and Mexibilities over the Last 5 years, the
agency has had limited success in retxining new patent examiners
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Becanse the agency’s production goals appear (o be undermining USFTOS
efforts to hire and retain a qualified workforce, we recommended in 2007
that the agency comprehensively evalunte the sssumptions it uses 1o
establish patent examines production goals and revise tose assumplions
a8 Approprinte.

The: Department of Commerce agreed with our findings, conclusions, and
recommendation and agreed that the agency’s hiring efforts are not
sufficient 1o reduce the patent application backlog. 1t stated that USPFTO
is implementing Enktintives to incresse the productivity of the agency that
willl result in & more efficient and focused patent examination process.
Onee USFTO determines the effect of these initiatives on patent examiner
prohactivity, it will reevalunte ithe assamptions used to establish patent
axaminer productions goaks.

Contacts and
Acknowledgments

Mr. Chairman, this concludes my prepared statement. 1 would be happy to
respond Lo any questhons that you of Members of te Subcommities may
have a1 this timse,

For further information, please contact Robin M. Nazzare st (202) 512-3841
oF aEEarorE gao, gov. Other contribators to this stazement include
Vondalee K. Hunt, Assistant Director: Oman Norman; Jamde Roberts; Carol
Hermstadt Shulman, and Lisa Viojiz.
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GAOYs Mission

The Government Accountabdlity Office, the aadit, evaluation, and
Investigative arm of Congress, exists to support Congress in meeting its
constitutional responsibilities and to help mprove the performanee and
acenanability of the federal govemment for the American people. GAD
examines the use of public funds; evaluates fedeml programs and policies;
and p s |38, TeCOaTI ekt andl ather assistance 1o help
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Mr. BERMAN. Thank you very much.
Mr. Budens?

TESTIMONY OF ROBERT D. BUDENS, PRESIDENT, PATENT
OFFICE PROFESSIONAL ASSOCIATION (POPA), ARLINGTON, VA

Mr. BUDENS. Mr. Chairman, Ranking Member Coble, Members of
the Subcommittee, POPA represents more than 5,800 patent pro-
fessionals at the USPTO, including more than 5,500 patent exam-
iners.

Mr. BERMAN. Is your mic on?

Mr. BUDENS. Oh, sorry. You want me to start over?

Mr. BERMAN. Fifty eight hundred.

Mr. BuUDENSs. Fifty eight hundred patent professionals at the
USPTO, including more than 5,500 patent examiners. POPA’s
members take great pride in the work they do, and are committed
to maintaining the quality and integrity of America’s patent sys-
tem.

The USPTO has received much criticism in recent years for fail-
ing to allow high quality patents in a timely manner. Many pro-
posed solutions represent radical changes that go far beyond what
is necessary to fix the patent system.

As with any product, it is better to build quality in right up front
than to try and repair problems after the product has left the fac-
tory. Patent examiners need the time and the tools to do their job
right the first time. Years of inadequate funding and restrictions
on hiring left the USPTO severely understaffed.

Fortunately, since 2005, the agency has been permitted to keep
its fees, and appropriators have lifted restrictions on hiring, actu-
ally requiring more hiring, not less. The agency now brings on
1,200 new examiners each year. It is doing a good job hiring people.
It is just not keeping them.

Statistics we have seen show that about 30 to 44 percent of each
year’s new examiners leave the agency within 3 years. To com-
pensate for overall annual examiner attrition, the agency must hire
almost two examiners for each one it retains.

Frankly, we don’t recognize the attrition statistics cited in the
agency response to the GAO report. The one thing management
could do to increase retention it has consistently refused to do for
more than 30 years—provide examiners with the time to do the job
right. More than any other factor, the reason examiners leave the
USPTO is the unrelenting stress caused by the agency’s outdated
production system.

Patent examination is a labor-intensive job, mentally and phys-
ically. Automation can accelerate processes, such as searching large
databases, but it cannot make the examiner read and understand
the results of those searches any faster.

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 it cuts corners—perception by end users that the prod-
uct lacks the quality it needs to do the job it was supposed to do.

The USPTO’s production goals have remained essentially un-
changed since they were put in place in 1976. Since then, the pat-
ent applications have more technologically complex, have larger
specifications, and higher numbers of claims.
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Studies by Professor Dennis Crouch show that the size of issued
patent specifications increased by 85 percent since 1987. The data
also shows significant increases in the number of independent
claims and total claims. Trying to do a high quality job in 2008 in
the amount of time examiners were given in 1976 has left exam-
iners angry, stressed out and demoralized.

A POPA survey revealed that one-third of examiners worked un-
paid overtime just to keep their jobs. Another third of examiners
work unpaid overtime to earn performance awards. The GAO found
similar results in its September 2007 report. This excessive use of
unpaid overtime establishes a need for the USPTO to provide more
time.

What employees need—we need fee retention. POPA encourages
this Subcommittee to continue working with the Appropriations
Committee and the Administration to ensure that the USPTO has
access to all its fees. But POPA believes that this access, however,
must not be obtained at the expense of the oversight responsibil-
ities of the Judiciary and Appropriations Committees.

We need to put an end to outsourcing searches. The USPTO has
wasted considerable resources in prior attempts to outsource patent
searches, and now with the applicant quality submission.

Outsourcing searches will not result in better quality patents,
and will likely create conflicts of interest for applicants. The Sub-
committee should put an end to this waste by passing legislation
that clearly establishes patent searching and examination as inher-
ently governmental functions.

We need more time. POPA asks that the Subcommittee provide
more time for examiners by putting a fence around the patent fil-
ing fees and directly allocating these fees to providing time for ex-
aminers to examine patent applications.

Finally, we need tools. The USPTO needs to reverse its policy of
neglecting the U.S. classification system and restoring its funding.
We need automated tools that 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 institu-
tional memory is lost forever, they need to be put back to work
training new classifiers and examiners.

Thank you very much for this opportunity to present our views.

[The prepared statement of Mr. Budens follows:]
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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 identity 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 ot 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 (“USPTO”) face significant challenges that

urgently need to be addressed today. 7he 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 Anmial Report can be obtained at:
www. usplo.goviweb/olTices/com/advisory /reports/ppac_2007annualrpl.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 “/nnovation
and Iis 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 understafted. 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 [nspector General
Final Inspection Report No. BTD-14432-2-0001, March 2002,

*Jalfe, A. B. & Lemer, J.. and Iis |. , 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. Tt 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
Jjunior 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.

* Attachinent 2. “Attrition of Patent E: i (including SPEs),” piled by POPA from USPTO sources such as
Annual Reports and public meciings of the Patent Public Advisory Commitlce.
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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 (GAQ).® In its September 2007 report to Congressman Tom Davis,
Ranking Member of the House Committee on Oversight and Government Retorm, 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 GAQ investigation.” Tn 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 Blforts Are Not SulTicient to Reduce (he Patent Application Backlog.” U.S. Government Accoun(ability
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, Commiitce 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 ditterently.

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 benetits 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 efticient 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

*“Key Processes for Managing Patent Automation Strategy Need Strengthening,” U.S. Goverinent Accountability
Office Report No. GAQ-05-336, Junc 2003,
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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 USPTO’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:

1t 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 perfonmance 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.

10

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.

1n 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 te provide more time to examiners so they can do the job right the first time.

POPA’s survey results were independently confirmed by the GAQ in its September 2007
report. In a large-scale random survey of examiners, the GAO found that two thirds of
examiners identified the USPTO’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.”IZ

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”'"
n 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

" Attachment 5. “Results of POPA Survey On Flat Goal Pilot Program,” May 2006.
'? GAO Report No, GAO-07-1102, Septerber 2007, pages 18-19.
3 jpid., 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 Oftice 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. Tt 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, al 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. 1f 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.”

Tt 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. Tt 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

' King, John L., “Patent Examination Procedures and Patent Quality,” Patents in the Knowledge-based Feonony.
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 classitied 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



71

POPA Testimony on USPTO Opcrations
February 27, 2008
Page 17 of 24

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. Tf 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 sutticient to place the best prior art known to the applicant in tront
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™. Tt 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.

37 CFR. §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 identitied 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 se 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. Govemment employees free of any contlicts 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 HR. 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 Qutsourcing 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 tor
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 tull 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.

"35U08.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. Chainnan, Members of the Subcommittee, on behalf of all the patent professionals of
POPA, T thank you for this opportunity to share with you their concerns. T 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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PATENT PUBLIC ADWISORY COMMITTEE OF THE
UNITED STATES PATENT AND TRADEMARK OFFICE

Nowember 30, 2007

The: Presiclent
The: White House
Washington, DC  10500-00C1

Diear Mr. President;

As Chairman of the Patent Pablic Advisory Commitiee (PPAC), | am pleased o
enclose the Committee”s Y 0T Anaual Repon.

The Commitiee believes that the Uinited Stales patent systemn and the United
Samies Paves and Trademark Office (“USPTO) face significant challenpes thal
urgently noed to be addressed today, The issues of patent quality and peadency
averride all other issues. In this repon we have deviated firom the traditional
PPAL aemual neport fommat and anempied 1o provide you with a concise
explanation of these tssues, of the consequences of inaction and with concrele
recommendations wo address these hswes, Our firm conviction |s that these
lssues are surmsountable.

The Commitiee is committed, alang with the Under Secretary of Commerce for
Imelieciual Propeny and the Direcor of the USFTOL 1o ensure that the Unied
States” patent sysiem continues o be the wellspring of America’s economic
compeiitivensss and that America herself contimues to be the innovation leader
fiar the entire world.

Sincenely, 2

l'.irvin. G, Rivene
Chair
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Enclosure; 2007 Annual Repor
Enclosure; PPAC FY 27 Amnual Repon

The Honorable Pamrick ). Leahy, Chairman, Senate Judiciary Commitlee

The Homorable John Conyers, Jr., Chairman, House Judiciary Commitiee

The Homorahle Arlen Specter, Ranking Member. Senate ludiciary Commilee

The Homorable Lamar 8. Smith, Ranking Member, House Judiciary Commitiee

The Homorable Carlos M. Gutkerrez. Secretary of Commerce

Jon W, Dudas, Under Secretary of Commerce for Imelbectual Propeny and
Director of the United Sties Patest and Trademark Office

Margaret 1. A, Pererlin, Deputy Under Secretary of Commence for lmelbectual
Property and Deputy Director of the United Staies Pateni and Trademark
Office

Johm 1. Doll, Commissioner for Pasents
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‘The Honorable Tom Devis .
Ranking Membsr, Commition on Oversight

and Oovernment Reform
House of Fepresentatives
Washingson, D.C, 20515
Diear Representative Devis:
In nceordance with 31 11.5.C. 720, the Depastment of Commetoe, through ihe Usdiad Seates
Pateed and Trademark Office (USPTO), provides this sction plan in response o the
Government Acooaniability Office (GAO) report Miring Efforts Are Not Sufficient to Reduce
mmmw The GAD recomnends that the USPTO endeniske o

T e i prions o Lo eslablish production goals.

GiA0's Principsl Finfings
The GAD repen draws attention 1o lasoca that are of parsmost impdrtance to the USFTO. In
particular, the repest highlights the fact tha the problems asscciated with the boag time 1o
decision in patent applications cannot ke solved by hiring alome. 1t also recogrizes, &5 does
e USFTO, that astrition of patent examiners can npalr the elfoctiveneis of e LSFTO
dring aff

LSPTO Imivial Rexponee — *Flar Goal Pilot Pregram™

hmmmmmuhmu-uu

hsatice of the Sons wsed Lo extablish goaly (for uerp-u-
npplications, mmmma#mwmmuw“muanm
and coneema raised by GAD salY during their review process, In direst response 1o polses
raised by GAD stadT during their study period — which are also reflected in the GAD"s final
report = in April 2007 the USFTO initisted n “Flst Goal Pilod Progrem.” The Flst Goal Pilot
Progren lesta & Bew concept in how production is meamurad. Undser the year-kosg piloy
{Apeil 2007-April 200E), examiners may carn larper, quarierly bonwses for cvery application
examined sbove o particular taget goal. Emiy indications sre that participants prefer
quarterly, a3 opposed 1o annual, boauses. They also sppear to prefior the per-spplication
bonus as opposed fo ke presest produoctivity awend stnecture and enjoy the exibility of
chinsing when and how to do beir work.

Afber April 2008, when the USFTO has sufficient data from this year-long pilol, a fil
evabmbion will be possible. The USPTO will then detenmine how the resalis relate io the
underying ssumpticns that form the basis of the pilol and incorporte that information iato
Fture plasming.

P B b0, Vingein TIN3-1450
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Additional USFTO Actico/Responsg

A womewhal more detxiled examination of cusminer atrition levels, which ibe briel GAD
nnalysis did not undertake, yislds 8 somewhat different diagnosis of the lafior issue. In noting
this, we emphasize oo complete agreement will GAD that o sirsiegy of kiring alone is not
ralficient to meduce the patent application backlog. To reduca the backlog, wo must contines
to promote sppropeiate weys io increasing the efficiency and productivity of examination.

W als ngroe that patent examiner stirition |# an imporian mmwm
nnd attention. Palent exsminers are critical o oor system of p
and driving innovatin in the United Sistca, The USPTO bas schieved notabie macossses in
‘exmminer retention offorts and faces challenges that the GAD shady did nol address. We will
nddress some of these successes and challenges below.

Eacts About Patent Examiner Atirition
Tise USPTO has kept adtrition statistion for several decades and highly detuiled statistios for
the past ten fiscal years (since FY 1998). The following mre five facts that have proven
Instructive o in addressing attritica.

{1} Attrition ls bewer ut the USFTO than throughoot the Federal workforee. The
uw-mlmumummum rate for Federal worken
[B.5% v 11.2%).

(2} Beyomd the first three years of service, the USPTO has sominel sttrithen. The
Eversge wtirition rete for USFTO patent exsminen with (-3 yean expeience is 15.5%
The sverage sstrition rate for USPTO patent caamisers with 3-30 years cxperience
s 395%.

(3} Attrithon In the early years by substantially bewer at the USFTO than st similarly
sitaated emtities. The attrition e of exeminers with (=3 years experience,
mezasurshly higher thes the rest of the patent corpa, sppears to be well below the
muwwmammmmunm

engincers in & year,”

' B bit/Bleia bl vl biallecy

1 Bamisans Weel, “ 5 Bent Mlacei i Lawsch @ Canniv,” September |1, 2006
[ e e pousiry's o A i i iube. Estry-bevel Niring I
m-numwuﬂnﬁ1ﬂhmm doabde-dugn incrranr, scoording o
e Mabiona] Ansocistion of Colages & Employer (MACE). Aad thin could be colly the baginning. By
D014, ia e exodua of bubry bocmen fros fe workforoe sccelorwin, cotas data suggeal, beo

enmglaypnes will bt beuving fod every oew hice ssieriog, kil pew collipe prads will b @ procans
cosmmaadiry, "+ *

=551 recnating i employers’ fim bondic, sritstion i by e e bigheit. Thos eopleyen wha
previded e dats reporiad tal more thin oe-thisd of their fevw bires bolled witkés dhiee yoari. And
replacing v e chesy. Traiing cost svernged searly § 120000 & besd, wihich can sdd wp guidy
b youTe e maove than | 000 coliags grads sech peer, &s meoiy thaa oes-thind of e rendond
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{4) Higher preduction requintmests do net translate to higher attrition. Examiners
with the highest production requirements have the lowest aftrition rates, and the
exminers with the howest production requisements have the highest strition rates. In
facl, 70 percent of all work in FY 2007 was dooe by exariners with 3 or mone years
of experience who excesded their producticn goala by sn average of § percent and had
&0 wverage attrition rabe of 3.95 peroent.

(5} Nearly all ;xaminers excoed production requiremeats, An lmporiast majority
exceed |t substamtinlly. More than S04 of all patent examiners enceeded their

production requirements by ot leani ien pereest in FY' 2008,

hhﬁrﬂmhﬁmm-ﬂiﬁ-mﬂrﬁmh“muhmm
and i look for solutions that provide all examiners more opporfunity aad flexibilicy,

The Pasent Exsmination Landsceps

Wo agree with the QA0"s title conclusion thal hiring is not safficient o reduce the patent
spplication backleg. In fact, the USFTO has for yesm repored o other policymakers snd key
mu&:ﬂ;nwymnnmﬁuulwnmtﬁﬂh’.

kg - every your mnd the USFTO already biring the
Frabenl of whobe-pumsb ges of Memerices engireering gradusies, hiring alone isa

mh&myﬂw mdﬁmm.mm«mn
incroased efficimey in the systom, possibly by Jrveraging work already being done by palcat

pillot
chanpes 10 effoct these goals of increasing quality, reducing redundancy and increasing
efficiency in the system.

“The USPTO also believes iincerely in the knowlodge, skills, sbilities, integrity and work cibic
of its employees. Any solution 10 sddress improving the patent sysiem, particularly
addressing the patent application hacklog, must begin end end with = evalustion of its effect
on pAlEn] CXARSINGTY. mummmmmummhudh
the last several years. The USFTO's ch has been Bo i ity end Bexibility
fio ex.amizers rather than 1o lower standards. The resdts of giving examiners more
opporiunities mad incressed fexibilities speak for themaelves — higher morale and satisfaction,
s higher proshactivity and efficiency.

For exsmple, (n the kst two yoars, 1,000 patent examinen have sared workisg slmost flall-
timae from bome.  Acconding to o recent sarvey of these employoes, 5% said their monale

employen da."** The mils reaas esgpleyeed ire baading for the enlm, odadly snoagh, i e

Zov alpe, Bonisen Weel, "Bt Places i Lasnch & Cargee,™ Scptesber 13, 2007 [“**Basiag Ca.
(A (N, 1) s narting 0 meve in sl disoson. The scroepace piest s oo of te lowest reisntion Fas o i
indusry (F5), s ot way i hopes W Engereve wpon this is by waclung mansgers how io dalrew crEcER—
Banh, if ocemsery —along with prass, "]
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improved. Independent enalysis demonstrates that = for these same 1,000 patent sxaminers,
productivity incroased by spproximately 10%. Other exasples of increasing momle sd
efficiency by izcreasing opportunity and fexibility ere revicwnd Below,

Adsfitional GAO Fendings
mﬂﬁhm-:aﬂhrwuiﬁhhwuto[p-tw—ﬂ

vealities and resalis in e even higher morle, higher performing

The GAD report indicates thal mesy pabent exsminers work wpaid overtime 1o meel
producticn goals, that masy examiners leave becwnse of those bgh production goals, and that
e LISPTONs biring mate will not redace the patent application backbog. The GAD report
further waggests that by lowering prodection goals, fewer examiners would leave the USFTO,
Eiving the USPFTO more amployees to combat the patent spplication backlog. W believes
thororagh smalysis of the data does not nupport each of those proposithons. In fac, the data
shorary that lowering standards will increass the backiop. The dats elso suggests thai the
schuticn lies in Bndieg the right combinstion of incressed cpportositics s fexibilitie for
exsminers, While we fally agros with the concharion 1o further study preduction gosls, we
came o that conclusion for different reasona than the GAD - and provide the following.
information im support of our comclusion.

USFTO" Attrition Anstvris
mmumm-ﬂmmm&mmm
immrrvative lechniques since i began i g hiring in FY2005. Firs, we heve - by careful
duin capbure — identified s atwrition trend line,

Atrition is preatest in the first 12 months from (he date of hire. Since 1998, firel-year atfrition
kg fhoctnated from o high of 28.3% ia FY 2000 to & low of 15.1% In FY 2003, Ia FY 2007,
fisnt-year anrition for patent examiners was absoul 15.6%. That is neasly five points, of
twenty-two poroent, kexr than the aversge first-yesr sttrition rate of shout DG

Second-year atirithon again varica, with sn average stirition rale over the pasi nine fiscal yean
of around 13.5%. Third-year attrition over the same period mversges sround 9.7%. After the
third year, attrition mies decline, bovering sroond 3.95% for exsminers who have been of the
USFTO fer 3 - 3+ yean

What Doss This Informaticn MesnT
I‘Mw firwl-thevugh-thind year patent examiner sitrition ol the USFTO b muck
mmmm—m-h-mmd
nﬂﬂmhn To provide scene perspective, for te most recent fiscal yoar:
examiner sitsition wes B.5%. mmmWMHMIM
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mmmhm;m-—nm‘ Tumnover in the private sector,

¥ for engs (technical arcas of hiring focos for the
Um‘ﬂ),mhmm mnhm«rmwﬂ-ummh
calesdar year 2006, and reflecting the v of engi e cormpuier schentises o
chenge joba freaquently.

Whille ouar kisioric 20% airitics mie for fim-year employess |s significantly less than tha
ween in the relevant privale poctor, the USFTO does not have the same tools evailable to the
privals sector which permit spreadieg costs of stirition over other buviness Moea In olher
words, we refuse io view higher stirition es “eoat of dodng business.” Farther, we have bosa
chosen by Buniness Weak magazine as ooe of the best places in America \o lumch u carver,
and wo aim 1o be mn eexployer of choice who really Jooks st employees as family messhers
with whom we want a loag-teem relationship. Camassderie la 8 morale factor that should nol
be ignored, amd furmirver dos pot contribule to camandorie.

Crur newest examisers represcn the future, nd |huwﬁmum Wi want
1o retain them. Similarly, our most senior of and
hﬂnhmwnﬁnmmm While we do nat wish ta keep
thers firom o well-deserved retinement, eveTy year we dan encoursge them 10 stay with the
USPTD i an extra year that the public benefits from their expertise. For thoss reasons —
bigher than desired front-end sitrition snd general retirement attrition - we must continue o
focus our retention efforts ce the newest exd the most senior examiners.

Wt W are Dvving
We are comcermed with aftrition snd our efforts reflect that concers. The USPTO has
remained commitied in & strong work life guality program, incloding:

Flexible wenk schedules (rvailable o all USFTO employees);
Expaniive teleworking programs;
mhmmm-ﬂhm
Ru:ldﬂ-m! M ilshle to pateri tiners)
R {primarily de for patent examinens);
Spmﬂmhu_dlﬂﬁhﬂpﬂ.m
Pet-time employ ilable b0 &l

oy of Labor Sacaticn (HLS) et for colemdar yoar 2004, iderstthring e total poromstage of
mwn-ﬂﬂhm*ﬁmﬂM*hﬂu

v T receive a recrastmant booa, e muminer mesi maks § foo-yoer commismen & stay with the
ey,
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“Flat Goal” pllot®
Lap top compasters avedlahle for work sway from the office;
Incressed

E
HE
i

i

|

Forused training fog pew examiners; ed

i toward & ide o
Allhesgh oaf paleal-caari it g is caly 16 mosths old (stared July
mwnmmmm mmmmm

Eanuses, the first-year attrition rate wa 10 %, which compares fivorably io the more penorl
first-yoar airition rate of 15 % for examiners hired during this same period who did not
receive the boous. Both aze well below the 10-yesr wverage of 2% OF course, ooe year's
werth of data i» nod sufficiont 1o indicate a trend, 85 W ane contimzing o assess the impact ol
recritment bonoses - and the other shove-mentioned incentives - on retention. But the early
Tavorshle results give us hope that recrultment bomeses will be & mefficient incentive
EocoUTape palen] craminers io stay with the USFTC a2 loast three years — until a time when,
[given historical sttrition trends, attrition drops dramatically, employees become mone
coenfortahle und sixy with the USFTO for much longer perbods,

EBresious Becommendations Hues Prrvon Yaluable
‘W are targeti for irnpact on sttrition. I sddition o
mmu-uuﬁrmmummmmmnm-u
relying on exit interviews for insight as o why people are sttracted 0 the USFTO snd why
they beave. ‘The LISFTO has a formal exitf inberview process in place to collect quantitative &
wedl ns qualitative dats on reasoes for lesving the Agency. 'We have discovered that o variety

Mmﬂ,hlmwmﬁhudmm
pplscatiosa.

The USFTO has also worked with the Office of Personne] Management (DFM) 1o establish
compaitibility criteris and survey applicants befiore they are kired, to better identify candidates
walied for the job of patent examénation. Cuorrently, every polential patent exsminer who
recaives & job offer takes our compatibility assessment. O plan is 10 make that
compatibility survey tool eveilsble o all nterested parties, which might help potestisl
applicants sellseloct 8o only thise wha believe the USPTO i the plece for them take the pext
stop and sutemil an spplication.

' _-ml DT, thin o= year Pilol it Wnded 1D 1L & BEw Goncepieal

wpprcach i
prodwtes. A varlaton b ireedy setotmabully in plice i e Tesdemark Oparstons, for 0515 ed 14
EREINEnE sy The Puieni Mai-goal pilet is volmiary s carmoscly inchades paricipacs. o cosins ks
the czamen! yeery produceos poals, with yearky swend pryoes, wader the flasgoad plod, goal it st quarerdy,
with quarter b wwand pryects.

W wre roporiing te Dai goal (whon te pilkd i eolaaind) wder Final lupection Bopor Mo, [FE- 19721,
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Impsct of the Prodection Svstem on Attrition
Pecause altsition is highest in the first three years after hiring, e quite Jow thereafber, we

mfmm:ﬁpﬂluim wysiem of cxamination s - in

‘Wi spprociate that exsminer reports of working exosssive overtime suggested to GAD that
jpatend exaeminery' mdmhmhmmm We have too mvoch collective experience o
Mhhﬁmw thal expeciations are (oo kigh, and that sny given
work period is boo short a time in which to complete a taske. 'W'e are, bowever, struck by the
fict in Piscal Year 2004, the mewt recest year for which we have complete dats, more than
60% of pateal examiners roccived a performancs swand for excooding 110% of their
production goal. Further, over two thinds of junior patent examiners (examiners st the (35-7 -
(35-11 levels) received o timely promotion based on demonstrated performance that inchaded
presioction in exeess of 107%. hﬁnwﬂamntpﬂu%nu

struggling bo maintain “fially ful™ levels of per Thay are
you will, mmwmmhmwm--&m 'Uﬂh‘hlhm
momcy for their effor,

‘Theze is other dats mggesting that production goals ere of proper levels, For example, a

et [ead e thar thear expetancy juodoction gasls 1o proceis spplications.

1t i clear that some paient examiners leave e USFTO becasse of their dissatisfaction with
producticn goals, This does sot mean peoduction goals are oo high for most cxaminers, for
the USPTO, cr for patent applicants whao depend epon timely review of thelr spplications,
Thia in particularly true for exsminers wha bave been & the USFTO far mone than thres years,
where 70% of production cocury and attrition sverages less than four peroent.

Examining patent applications is rigorous werk. The USFTO i & performance-based agesey,
which is not atiractive to everyone. The aitrition data and performance sward statistics we
lave gathered do sod compel the conclusios of & nexos between aifrition end

nmuﬂimwﬂmﬂ.mmntﬂw

Hiext ey
Wewmmmmummmmﬂwmmuw
patent applications. ‘'We also agroo thal the
mmmmmmmum_ﬁqwﬂ The
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USPTO will consider all of thess factors as we continue to work with OAD in evaluating the
wmdertying sswomptions uwsed io esteblish exsminer production goels.

A we hope the information provided above makes clear, we ero analyzing owr atirition data
cezefally to determise if there b o nexus betwesn stirition and the prodoction sysiemn, If
mitrition proves o be urelstod to the production environment, we msy fnd that initistives
designed 1o reduce redundancy, leversge existing work, and make spplicationss more focused
wre: the most mesningful ways 1o mduce the patent application backlog.

The USFTO's plan is s evaluste the full mpact on exsmiser retestion of the many woek-lide
frdiSatives in progress. I oar work-lifo effiorts continue 10 lower attrition as ey have in just
omt yoar, we beliove we will have identified the right mix of production standards that
Emprove oer pervice o the public sad offer employess more opporianity snd satisfaction.

The USPFTO will initiste the following actions as first steps in addressing the rece
in the final report:
#  Partner with ihe GAD 1o gain comprehesaive, valid, ead meaningful stirition dats
from the privais secior;

*  Provide GAC with regule updaies on stiriton/rebention results and snalyals;
= Pilot additicnal alternative(s) that ase seen a3 having potential besefiis; and
#  Provide GAD with dats fromssalysis of the data froem the “Flat Goal Pilot Program ™

Om behalf of the LISFTO, | wish o express ey thanlos for the OAD"s thorough roview of this
imponiant bue.
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Avorage Number of Words in a Patent Spedfication

. for Each Year
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The obowve word count chart shows the resulls of o study of 10,000
U.S. patents issued between January 1977 and December 2007,
Using o software algorithm, | counted the number of words in the
description podion of eoch patent. This excludes claims, fille,
absiract, references, and other idenlifying information. To amplify
the results, | added two trend-lines. The first rend-line runs from 1977
to 1987 and has essenficlly no siope — indicofing that the length of
patents remained steady over those years. The second trend-line
s from 1987 - 2007 and has o cleordy positive frend-ine indicoling
that the number of words is increasing over fime. Becouse of the
large sample sze, | am very confident ($9.9% CI) that the average
patent kengih has been sleadly increasing.

Far furiher information, $ee Dennis Crouch, Does Size Mather?
Counting Words in Patent Specificafions. Paresny-0 (Dec. 20, 2007)
online at:

tosd Pwnare nt m teni 741 ~5i He himil.
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Boprage Murmiber of Clairms in a Patent for Each Year
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The above claim count chart shows the resull of a study of 28,000
U5, potents issued between Jonuary 1977 and December 2005,
Eocch potent has ot least one “independent claim” ond may include
addiional “dependent cloims." Using a software algodthm, |
counted the number of lotal claims and alse independent claims for
each polent. Becouse of the large sample size, | am very confident
[99.9% CI) tha! the averoge number of both total cloims and
independent cloims are increasing over lime. The chart shows this
result for total claims. The charl's scole may maosk the smilar frend
showing that independent claims hove increcsed by almost 50%
over the 28 year time period.

It is important to recognize that the above resulls are directed fo
issued claims. In most cases. potent opplicotions originally include
even more claims thal are then concelled duwing the exomination
ProCess,

For furiner information, See Dennis Crouch, Rising Clalm Counts,
Patently-O [Dec. 23, 2007) al:
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RESULTS OF POPA SURVEY ON FLAT GOAL PILOT PROGRAM
May 2006

1. Are vou catrenthy a non-probationan ceploves?'
Yeu MPG Mo 30%

2. A you cerrenthy on the Incrcased Flewatime Program™
Yeu: 65% Mo 5%

3. Do you work voluntary ceomime to make proeducton”
Yex: 65% Moo 3%

4. Do you werk voluntary evemime o make swanks?
Yex 3% Mol B4%

£ Do vou belve the Flat Goal Program will sncecase the number of cosats that voe socd o do cach biveck™
Yos T4% Mo 16%

6. IF you train junior cxaminers, what cormlaies most closchy o the e you spond per biweck™
Gdhew 4¥5  &-Thrs 3% S-10hrs 16%  1-05hes 8% =15hs ™%

T I!‘}mulg,unl:u'wupmmumhhm{_ﬂmdﬂ:ﬁmﬁemgmqﬂdpﬂhuﬂ“
Blhe % b 3% Tldhee 14%  =10hm 3%

E.Ilsﬂ-:l‘ﬁfymmh;ﬂm-ﬂ.uhmnﬁ:hﬂhml}mum;hwﬁpnhnﬂ?‘l
G2hme 3% J-hhee H%  T-l0hee 32% > I0hec 3%

%. Do you cam Special Achicvement Awands (SAAs)?
Yeu 4F% MNo: 5%

10, Do vou eam Gasabaring Awands?
Yeu 4% Mo, 4%

11, Ba vou werk pasd cvertime?
You 41% Mo 5%

12. Is the avaslabslity of awards or the availability of Imi more imp 10 you™
Awards 3%  Owvetime: M%  Both 4% Nether 16%

13, Do vou think vou aee over o under 807 examining tese?
Over 36%  Under 44% Do Nat Kaow: 21%

14, I vien of the assumposcss for the Fla Goal Plen for anmusd leave, do vou think det you will be unsbls 10
s anmmal keave you cam? Yeu TI% Mo IE%

15, Bna vear when nooong @ vour Bamidy ar yourssh has & senoud medssal conditson ar Bath or adoptson ol a
child, bow much sick kave do vou use?
BT dms 1% B-Mdays 55%  >l6dmw T
16, Will you be voluteenng for the Fla Goal Program™ Yes: 3% Mo uitg

17, Will you quit training, sssgning, soddor el g ssder the Fla Goal Program?
Yeu WK% Mo 1%

! Percontages o ool otal 10075 duc i mwsding.

7 sk o rosporncs., questions &, T e X were ambipsms, Le.. respomes sugges ot thoas who did ot min. msign cees or
chuasfy coes may bone respeaded cnber snder the 05 bours cslegedy of amph did not respond o sl 10 one &2 ssoie of these
st
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Mr. BERMAN. Well, thank you very much, Mr. Budens.
And Mr. Kasper, why don’t you conclude for us, and then we will
have questions?

TESTIMONY OF ALAN J. KASPER, FIRST VICE PRESIDENT,
AMERICAN INTELLECTUAL PROPERTY LAW ASSOCIATION,
SUGHRUE, MION, PLLC, WASHINGTON, DC

Mr. KASPER. Thank you very much, Mr. Chairman and Members
of the Subcommittee. I am pleased to have the opportunity to
present the views of AIPLA at this oversight hearing on the U.S.
Patent & Trademark Office, an entity vital to maintaining Amer-
ican innovation.

Since my time is limited, I will highlight only a few of the points
made in my written statement. I will focus on current procedures,
practices and administration of the patent examination process
that I and other practitioners find are resulting in delays and
added costs to applicants, and we believe to the office, as well.

First, I would like to express my appreciation to the thousands
of dedicated patent examiners in the USPTO without whom the
system simply could not function. We believe, however, that their
jobs and their efficient processing of applications could be facili-
tated if steps are taken to change the adversarial culture that ap-
pears to exist in the USPTO.

For example, if examiners, following their detailed review of a
claimed invention and a prior ART that their search has identified,
were encouraged to make suggestions to applicants for amend-
ments to the claims. We believe that more applications could be ex-
amined better and more efficiently.

While such suggestions may not be accepted in every case, they
would surely lead to a rapid narrowing of issues and a meeting of
the minds as to what language best defines the patentable subject
matter. Extended prosecution through RCEs or continuations could
be avoided in many cases.

Second, overly formalistic rules that are strictly applied and re-
sult in frequent notices of noncompliant responses requiring writ-
ten replies within specified periods should be relaxed. Often, the
ensuing delays and costs to correct these deficiencies could be
avoided with an informal communication to the applicant, permit-
ting the examiner to amend or annotate the application, showing
a correction of the error. This too would speed processing.

While formal errors in papers filed by applicants should not
occur, the rigidity with which the office approaches them is in dra-
matic contrast to the manner in which it treats deficiencies in com-
munications from the office. For example, the failure to list rel-
evant prior ART in certain forms, or a failure to fully complete
other forms, requires applicants to make unnecessary requests for
correction so that a complete and accurate record in the file history
is obtained.

A greater stress on thorough and competent supervision of the
entire work product before it is mailed from the USPTO would en-
hance the overall quality of the examination process and save both
applicants and the office time and money. The greater emphasis on
avoiding formal errors and resolving them more expeditiously at all
levels should be coupled with appropriate metrics for the examiner,
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support staff and supervisor performance, and matched with better
training of and incentives for all PTO employees.

My final comments on USPTO procedures concerns the pre-ap-
peal submission process outlined in Director Dudas’s testimony.
This procedure was intended to avoid unnecessary appeals and
save costs. It was universally welcomed by applicants when an-
nounced. However, its full potential has not been realized in prac-
tice.

In reality, the reviewing panel of preferably three persons typi-
cally includes the examiner and his supervisor, thereby skewing
the process against applicants. At least two senior examiners not
involved with the application should be part of any reviewing
panel.

Lastly, in my experience as an examiner, in-house attorney and
outside counsel, I found the European practice of placing reference
characters from the description into the claims to be immensely
helpful as a roadmap to efficiently understanding the invention as
claimed. We have recommended that this practice be adopted by all
three trilateral patent offices.

Unfortunately, current U.S. law as interpreted by the courts ef-
fectively precludes such practice by allowing courts to reach restric-
tive claim interpretations or impose an estoppel. A legislative fix to
this problem is needed so that reference characters can be placed
in the claims of U.S. patent applications and issued patents.

Such a legislative fix, together with an amendment relieving ap-
plicants from a statutory obligation to include certain legends in
applications rather than accompanying documents would facilitate
adoption of an international common application format with at-
tendant cost savings.

I wish to thank the Subcommittee for the opportunity to present
these views, and I would be pleased to answer any questions you
may have.

[The prepared statement of Mr. Kasper follows:]



102

PREPARED STATEMENT OF ALAN J. KASPER

AlIPLA

AMERICAN INTELLECTUAL PROPERTY LAW ASSOCIATION
241 18° Street, South, Suite 700, Arfington, VA 22202 Phone: 703.415.0780 - Fax: 703.415.0786 - www.aipla.org

STATEMENT OF ALAN J. KASPER

FIRST VICE PRESIDENT

AMERICAN INTELLECTUAL PROPERTY LAW ASSOCIATION

BEFORE THE

SUBCOMMITTEE ON COURTS, THE INTERNET, AND INTELLECTUAL PROPERTY,

COMMITTEE ON THE JUDICTARY

UNITED STATES HOUSE OF REPRESENTATIVES

OVERSIGHT HEARING ON

THE UNITED STATES PATENT AND TRADEMARK OFFICE

FEBRUARY 27, 2008



103

Mr. Chairman and Members of the Subcommittee,

1 am pleased to have the opportunity to present the views of the American Intellectual
Property Law Association (“AIPLA”) at this oversight hearing on “The U.S. Patent and
Trademark Office.” Let me express our appreciation for your continuing interest in this vital
government office.

AIPLA is a national bar association of more than 17,000 members engaged in private and
corporate practice, in government service, and in the academic community. AIPLA represents a
wide and diverse spectrum of individuals, companies and institutions involved directly or
indirectly in the practice of patent, trademark, copyright, and unfair competition law, as well as
other fields of law affecting intellectual property. Our members represent both owners and users
of intellectual property, and therefore have a keen interest in an efficient and smoothly functioning
Office.

As outlined in my biography, I began my career in patent law as an Examiner in the United
States Patent and Trademark Office (“USPTO” or the “Office”), worked for over 15 years in-
house in a corporate setting, and have been a partner in an TP firm here in Washington, DC for
over 20 years. My practice involves patent prosecution, litigation, opinions and client counseling
in the patent field, and I have both domestic and foreign clients. My firm, Sughrue Mion, PLLC,
is an TP boutique with over 100 TP professionals that filed over 7,000 U.S. patent applications and
obtained over 3,300 U.S. patents for their clients in 2007. Many of the applications filed in the
USPTO are based upon international applications that were previously filed under the Patent
Cooperation Treaty (PCT) and the majority of our U.S. applications are filed in parallel in other

patent offices, particularly those in Japan, Europe, China, Korea and India.
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In preparing for this hearing, I draw from my professional experience and that of my
colleagues in my firm and in AIPLA. 1 also draw upon a variety of roles that I have played over
the past few years in connection with AIPLA activities. In that connection, I served as chair of an
ad-hoc Special Committee on the USPTO Strategic Plan for 2007-2012, as the leader of an AIPLA
delegation that participates as one of two U.S. IP associations in the Industry Trilateral, and my
recent experience of participating on behalf of AIPLA in a “focus group” conducted by a
consultant working for the USPTO under the auspices of the Patent Public Advisory Committee.
In this latter capacity, I had the opportunity to hear the views of other patent practitioners
regarding the challenges and problems they see presently confronting the USPTO. Thus, while
there has been insufficient time to conduct a survey of ATPLA’s members, I believe that the
comments that I will offer this afternoon represent the views of many practitioners who work daily
with the USPTO.

General Background
Patent Prosecution Process

At the risk of providing background already known to the Members of the Subcommittee, I
would simply like to note briefly that the U.S. Patent law (35 USC 1, ef seq) grants a limited term
right to exclude others from making, using, selling, offering to sell, and importing an invention in
consideration for a clear and enabling public disclosure of an invention, including the manner of
making and using the invention. The grant is based upon a patent application filed with the
USPTO that has a written disclosure, typically including drawings, that must enable one of
ordinary skill in the relevant technology to make and use the invention. The application also

includes claims, which are single sentence statements that define the invention and delineate its
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scope, based upon differences that the Applicant perceives the invention possesses over the prior
art known to the Applicant at the time the application is filed.

During examination of the application, the Examiner will search for and evaluate the prior
art as well as assess whether the claims are too broad or are indefinite. The Examiner’s initial
assessment of the patentability of the claims, against the standards for patentability defined by the
statute, is identified in an “Office Action” that states the Examiner’s assessment of the
patentability of the invention in light of the relevant prior art. In response to the Examiner’s
position as expressed in the Office Action, the Applicant will respond with arguments to further
clarity the invention or may further amend the claims to define over the cited prior art.

If the Examiner disagrees with the reply, the next communication may be a “final” Oftice
Action in which at least some or all of the claims are finally rejected, while some others also may
be allowed (i.e., considered patentable). TIf some claims are finally rejected, under existing
USPTO practice, the Examiner will often repeat the previous basis for rejection and provide a
“Response to Arguments” that is intended to address the arguments or amendments submitted by
the Applicant and focus the issues that remain for resolution, through appeal or further
prosecution.

In accordance with current USPTO rules, the Applicant may file a Response to the “final”
Office Action but may not further amend the claims, may not submit evidence in support of
patentability, and may not even conduct an interview with the Examiner, without the filing of a
Request for Continued Examination (RCE) or a continuation application. Substantive interviews
or other contact between the Applicant and the Examiner after final Office Action are discouraged.
Thus, an Applicant’s options after a “final” rejection are to file an RCE or continuation

application, appeal the Examiner’s final rejection or abandon the application.
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The cost for an RCE or continuation application, including government fees and service
charges, is approximately the same as that for filing the original application. In my experience,
the RCE is by far the more popular option selected by an Applicant in order to continue the
process of seeking a patent.

Diversity of Reasons for Filing U.S. Patent Applications

As indicated in my biography, T have had substantial experience as a USPTO examiner, as
an in-house lawyer and as outside counsel for patent Applicants. This experience has provided me
with detailed knowledge of workflows, costs and budget considerations related to the filing and
prosecution of U.S. patent applications, as well as the enforcement of resulting patents through
litigation and licensing. On the basis of that experience, 1 have observed that Applicants have a
wide variety of reasons for filing a patent application and seeking to obtain a U.S. Patent.

Tn the vast majority of cases, the inventions relate to actual products or processes that have
been developed by the inventor or his employer. Thus, two major goals for such applicants are (1)
to provide a public disclosure of an idea so that such disclosure serves as a barrier to patenting by
competitors, and (2) to secure claims directed to the particular features of the commercial
embodiment of a product that contains the invention to protect against the copying of that product.
In other words, in my experience, the perspective of the majority of Applicants is simply to obtain
a patent that reasonably covers their commercial product or process. There certainly are
Applicants that are willing to exhaust all administrative and legal options in order to obtain the
broadest possible coverage for their invention.

Determining the Meaning of Claims
In addition, based upon my prior experience, I am mindful of the challenges faced by

Examiners, the public and even Applicants and their representatives to efficiently review and
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assess the scope and meaning of claims in an application or issued patent. Any given word or
phrase may have different meanings and different scope to different individuals. Applicants who
provide Examiners guidance with regard to the meaning of claim terminology run a risk, however,
that an unintended restriction on the scope of the invention may result based upon principles such
as prosecution history estoppel, as explained by the Supreme Court in the Iesto case (I“esto Corp.
v. Shoketsu Kinzoku Kogyokabushiki Co. 535 U.S. 722 (2002)). Moreover, comments made
during prosecution may have an adverse effect on the enforcement of patents based upon
principles of inequitable conduct, and may unduly affect the interpretation that a U.S. District
Court may give to the meaning of claim terms during litigation. Because of this adverse effect,
there is a reluctance on the part of Applicants and their representatives to identify the relationship
between claims and the original disclosure, to characterize the invention and the prior art during
prosecution, and to explain the basis for amendments to the claims during prosecution.

Risk of Charges of Inequitable Conduct

Lastly, I wish to note the existence of the duty of disclosure that is placed upon Applicants,
their representatives and others involved in the prosecution of an application under the Patent
Rules (37 C.F.R. § 1.56), and the manner in which such duty is discharged with respect to relevant
prior art by the filing of an Information Disclosure Statement (IDS) as provided under the Rules
37 C.FR.§1.97 and §1.98). Where Applicants are aware of prior art that is material to the
examination of a patent application before the filing of the application, or they subsequently
become aware of such prior art, for example due to citations during prosecution of corresponding
applications in other countries, a disclosure of such art to the U.S. Examiner through an IDS is
required. Given their source, these types of documents often are not in the English language and

often are merely cited by other offices as sources of background technology. The relevance of
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such documents is summarized in search reports or brief comments by the Examiners in other
offices. Typically, other published patents that correspond to a cited prior art reference are
identified by number and country in the report. Also, typically, an English language Abstract of
the reference is available that summarizes the disclosure of the references, and such an Abstract
currently is accepted by the USPTO in satisfaction of the duty of disclosure.

Costs of Preparation and Prosecution

The costs to prepare and file a non-provisional utility patent application are substantial and
are reported in the ATPLA Report of the Economic Survey 2007. For example, the preparation
and filing of an original application of minimal complexity (10 page specification, 10 claims) on
average by a firm having my firm’s size is $8,548.00. Similar costs exist for relatively complex
biotechnology/chemical cases ($15,398.00), relatively complex mechanical cases ($11,482.00)
and relatively complex electrical/computer cases ($13,684). The average cost for filing an
Amendment in a case of minimal complexity is $2,244.00, in a relatively complex
biotechnology/chemical case is ($4,448.00), in a relatively complex electrical/computer case is
($3.910.00) and in a relatively complex mechanical case is ($3,506.00). (Pages I-78, I-79 and T-80
of the Survey). The government fees related to such filings are the same (unless the Applicant is a
small entity) -- $1,030.00. The cost for filing an RCE is $810.00 plus a service charge, which in
the case of my firm, is $350.00. The cost for filing of a continuation application is $1,030.00 plus

a service charge, which in the case of my firm is $585.00.

Costs, Pendency and Quality
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At the outset, T would like to acknowledge the difficulties the USPTO faces in processing
the ever increasing number of patent and trademark applications it receives. These difficulties
have been exacerbated by the diversion of fee income in years past, which prevented the Office
from hiring and training the qualified staff it needed to handle its workload. The USPTO has been
in a catch-up mode for the last few years, when it finally has been appropriated essentially all of
the fee revenues it has received. Of course, members of this Subcommittee are keenly aware that
the quality and pendency problems confronting the Office can be directly traced to the diversion of
USPTO fee revenues. The beginning steps taken to address these issues made possible by the last
four Appropriation Acts demonstrate the absolute necessity of the Office retaining and using its
fee revenues, as would be guaranteed by the amendment to S. 1145 sponsored by Senator Coburn.
The Office must have such a guarantee of full funding in order to intelligently plan for the
recruiting, training and retaining the numbers of qualified Examiners needed to overcome the
challenges it faces.

Strategic Plan

The USPTO identified a broad spectrum of solutions to meet these problems in its draft
Strategic Plan for FY 2007-2012, as published in the Federal Register on August 24, 2006 (71
Fed. Reg. 50048). AIPLA submitted comments on the draft Strategic Plan in a letter to the
USPTO dated October 6, 2006. In its comments, AIPLA stated its strong support for the stated
goals of quality, certainty, cost effectiveness and accessibility, but encouraged greater emphasis by
the USPTO on transparency, accountability and sensitivity to the costs and risks of USPTO
policies to users and their representatives. ATPLA also expressed its support for programs to
provide Examiner retention, including pilot programs to investigate satellite offices, compensation

initiatives, diversity of career paths and enhanced resources and office support.
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While many of the initiatives identified in the Strategic Plan published in 2007 were
focused on quality, the main focus of the programs subsequently announced by the USPTO is on
the establishment of additional responsibilities and restrictions on Applicants, for example, in
connection with the Rules packages on continuations and claims, as announced on August 21,
2007 (72 Fed. Reg. 46715). The implementation of these specific Rules have been preliminarily
enjoined and is currently under review by the U.S. District Court for the Eastern District of
Virginia.

The Office published a Notice of its intent to engage the patent community in the
development of an objective set of review criteria that could be applied across its examination
processes on July 24, 2007 (72 Fed. Reg. 40286). 1t also announced its intention to study patent
Examiner production goals on October 4, 2007 and stated an intention to review assumptions
underlying current production standards in order to encourage a fresh look at production in a
manner that will motivate employees, improve its work environment and enhance the quality and
efficiency of the patent examination process. However, no additional initiatives that are related to
quality and are focused on Examiners have been announced since the publication of the final
Strategic Plan. Accordingly, in anticipation of the establishment of further initiatives, 1 would like
to take this opportunity to identify a number of problems that those of us on the front lines of
patent practice have experienced. Let me begin with some patent examination issues.

Patent Examination Issues

As already noted, in my experience, the vast majority of Applicants wish to obtain a patent
so that their idea is disclosed to the public and serves as a barrier to competition, but also covers
the particular product that embodies the invention. In the interest of cost saving, Applicants often

forego seeking the broadest possible protection. In those rare cases where an Examiner on his/her
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own initiative suggests limitations to a claim that would overcome prior art, the frequent response
by Applicants is to accept reasonable proposals, notwithstanding the strength of the Applicant’s
substantive position or the likelihood of success on appeal. I believe that, if the culture of the
Office were to encourage Examiners to propose claim amendments that would, at least in the
Examiner’s view, distinguish the claimed invention over the prior art, the need for further
amendment, filing of RCE or continuation applications and appeals, and their attendant costs,
could be avoided. In other words, the desired benefits of shorter prosecution and lower costs to
both Applicants and the Office could be attained.

Examiner Adversarial Approach

In general, however, Examiners do not provide such suggestions and the current
production goal system encourages extended prosecution. Even where interviews are held
between an Applicant and an Examiner in order to identify patentable subject matter, there is a
reluctance on the part of the Examiner to suggest or even commit to further claim limitations or
modifications that would result in allowable claims and thereby shorten the prosecution process.
As a result, an Applicant is forced to guess what an Examiner might accept, and then file a
Response with the hope that the Examiner does not find some further, previously undisclosed
interpretation of the claims or the prior art that results in yet another rejection.

The foregoing example suggests the existence of an underlying adversarial approach that is
compounded by both the failure of Examiners often to address all arguments made in a reply by
the Applicants or to fully explain their interpretation of the prior art. All too often, the specific
teachings of the prior art and the Examiner’s technical description of how the prior art meets the
limitations of a claim are omitted from the “Response to Arguments” that the Examiner is required

to provide.
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Rigid Application of Rules

Further, formality reviews of responses and papers submitted by Applicants to the Office
are often unnecessarily technical and rigid, resulting in waste and inefficiency. For example,
where an Applicant erroneously designates a claim in an Amendment as “currently amended” or
“previously presented” or “original”, a “Notice of Non-Compliant Amendment” is mailed to the
Applicant, thereby further delaying the processing of the application. Often, the delays and costs
related to this procedure could be avoided with an informal communication to the Applicant,
permitting an Examiner’s amendment to correct the error, or a comment in a subsequent Office
Action.  Similar issues arise with respect to informalities in Appeal Briefs, Reexamination
Requests and Reissue Requests.

Quality of Office Communications

While such formalistic errors by Applicants should not occur, the rigidity with which the
Office approaches them is in dramatic contrast to the manner in which it treats the formalities
governing communications by the Examiner with Applicants. All too often, an omission or error
in an Office Communication results in additional costs and delays due to procedural errors,
incomplete work, inconsistencies in stated positions within an Office Action and errors in law.
For example, from time to time, prior art that has been discussed in an Office Action is not listed
in a standard USPTO form (PTO 1449), even though such listing is required to ensure that the
cited art will be identified in the published patent, once issued. Similarly, the Office Action
Summary, which accompanies each Office Action prepared by the Examiner and contains a
variety of boxes for checking the current status of the application, its content and received papers,
is frequently incomplete. Applicants often must make multiple requests to the Examiner before

the record is made complete.
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Yet a further example of incomplete examination, often experienced by Applicants is the
failure of the Examiner to consider highly pertinent prior art that is expressly identified during an
earlier international search of the related PCT application and listed in an International Search
Report.

The foregoing are common errors and, I believe, could be addressed by a greater stress on
thorough and competent supervision of the Examiner’s work product before it is mailed from the
USPTO. Initiatives identified in the Strategic Plan included enhanced measurement of Examiner
work product quality, better supervisory training, and the establishment of relevant quality metrics
and measurements for these significant details.

This apparent lack of uniform supervision is further exemplified by the all-too-frequent
failure of Examiners and supervisors to return telephone messages, even multiple messages,
forcing extensions of time. This problem is exacerbated by Examiners who have full voice
mailboxes or mailboxes that simply do not work.

Administrative Processes

Problems with regard to such procedural issues, as contrasted with substantive issues, are
also found in the administrative areas. Numerous instances of errors by USPTO clerks in
preparing filing receipts and other documents often require correction by Applicants, adding to
costs for both the Applicant and Office. Further, all too often, USPTO clerks fail to promptly
enter E-filed amendments into PALM, so that an Examiner cannot act promptly on a response and
issue an Advisory Action in sufficient time for an Applicant to avoid having to pay an extension
fee.

Pre Appeal Conferences
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T would offer a final comment with regard to what appears to users to be an inherent bias
present in the pre-appeal submission process. Under this process, in effect since 2005 as a pilot,
following a final rejection of claims and concurrent with the filing of a Notice of Appeal, an
Applicant can submit a “pre-appeal submission” that summarizes and highlights what it believes
are errors in factual findings or legal analysis by an Examiner. Ideally, the “panel” comprises
three members, including the Examiner, who will evaluate the reasonableness of the Examiner’s
position. This procedure, the purpose of which was to avoid the expense and time of an
unnecessary appeal, was universally welcomed by Applicants, but its full potential has not been
realized in practice. All too often the “panel” includes the Examiner and the supervisor originally
responsible for the case, giving the third Examiner a minority position from the beginning.
Moreover, as recently experienced, the “panel” may include only the Examiner and the supervisor.
Possible Solutions

As solutions to the foregoing problems, I would encourage the Office to restore a more
positive climate for examination, including improvements in the diversity and quality of
opportunities for professional development so that Examiner retention may be improved.
Chronically poor performers, including Examiners and supervisors, should be addressed.
Examiners should be encouraged to be more pro-active, offering suggestions of claim limitations
or amendments that the Examiner would consider adequate to overcome rejections. Further,
Directors of technology centers should closely monitor the quality of supervisory review of
Examiner work product and initiate programs to enhance higher quality supervision. For example,
applications having more than three Office Actions on the merits should be investigated, and spot
checks of the work of a supervisor/Examiner team should be conducted more frequently than at

present. The Office should also institute better policies procedures and supervision of clerical
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functions with a view to reducing work that costs Applicant time and money, particularly with
regard to filing receipts. Finally, with regard to pre-appeal submissions, at least two senior
Examiners not involved in prosecution of an application should be involved in any review of such
submissions.

By implementing these changes, I believe that costs to the Office and Applicants can be
decreased, the time for prosecution of applications and resulting pendency would be reduced and
the overall quality of the resulting patents would be improved.

Since this is an oversight hearing on the USPTO as we know it today, I am limiting my
comments to the situation as it exists today. However, I would not like to leave the topic of costs
to both the Office and Applicants without mention of the “Patent Reform Act of 2007.” While that
pending legislation is not the subject of today’s hearing and it would be premature to offer any
definitive comments on its costs, it will clearly increase the USPTQO’s costs of operation as well as
the costs for applicants to obtain patents. Administration of a post-grant opposition system would
add costs to operating the Office and present a challenge to the USPTO to find a sufficient number
of qualified individuals to serve as Administrative Patent Judges. On the Applicant’s side, the
mandatory search and patentability analysis requirements will significantly increase the costs of
filing patent applications, and increase the risk that charges of inequitable conduct will become
more dominant in patent litigation. As indicated, until the final shape of the legislation is known, I
would simply note that there will be cost consequences and operational challenges.

Industry Trilateral Initiatives

The “Industry Trilateral” is an industry group from the three jurisdictions served by the

Japan Patent Office (JPO), the European Patent Office (EPO) and the USPTO. The membership

includes the Japan Intellectual Property Association (JIPA), BUSINESSEUROPE, and both IPO
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and ATPLA for the United States. The organization was formed in 2004 and meets approximately
twice annually to address issues concerning costs reduction, workload sharing, pendency reduction
and efficiency in the patent and trademark prosecution areas. Among its projects are initiatives to
define a single search mechanism through which search results by one office can be shared with
and utilized by other offices and a common application format that all three offices would accept.
The use of this common application format alone would provide users an estimated savings of
$300 million annually, to say nothing of the savings by offices themselves.

A common application format was proposed by the Industry Trilateral in 2006 and was
partially adopted by the Trilateral offices (USPTO, JPO, and EPO) in 2007, but substantive issues
contained in the Industry Trilateral proposal which would represent the vast majority of savings,
were deferred.

One such recommendation is for the United States to amend its law to permit reference
characters from the detailed disclosure of an application to be used in the claims as initially filed
in an application without the creation of an estoppel limiting the interpretation of the claims. The
inclusion of reference numerals in the claims and Abstract of an application would provide a
convenient reference for Examiners, third parties and even Applicants who wish to easily correlate
the disclosure of an application or a patent to the claimed subject matter. From personal
experience in each of these roles, T know that substantial efficiencies would be obtained.
Although the USPTO has taken the position that such reference numerals should not limit the
claims, courts are not bound by USPTO policies and have acted to limit the interpretation of
claims based upon these and similar correlations between the disclosure and the claims. Thus, in
order to avoid such restrictions, Applicants and their representatives avoid providing such

correlation in public documents. As suggested above, in order to encourage such practice, the
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U.S. Patent Statute would have to be amended to provide an exemption for such correlation
provided in the application as filed. Subsequent correlations provided during prosecution would
continue to be subject to established rules governing estoppel and claim interpretation.

Another recommendation would be to remove the statutory requirements to include
“legends” in applications (statements identifying the origin of federal funding of inventions in
applications and the domestic priority of an application). With regard to such legends, alternative
approaches, such as the use of the application data sheet, would avoid the need to amend
applications while still providing the necessary notice to the public.

USPTO Disciplinary Rules and Inequitable Conduct

Another topic that T believe is important to address at this time concerns the current
activities of the USPTO with regard to proposed disciplinary rules and inequitable conduct issues.
The conduct of attorneys and agents who practice before the USPTO is subject to regulation
according to statute (35 U.S.C. §2(b)(2)(D)). Practitioners may be disciplined for failure to comply
with established regulations (35 U.S.C. §32). The Office of Enrollment and Discipline (OED) is
charged with responsibility to monitor and investigate conduct that may violate USPTO
regulations.

Proposed rules governing enrollment and discipline were published by the USPTO on
February 28, 2007 (72 Fed. Reg. 9195). AIPLA submitted comments to the Office on May 26,
2007. None of those provisions concerned USPTO Rules 37 CF.R §10.18(b)2) or 35
U.S.C. §1.56. We understand the proposed rules have been revised and are being reviewed by
OMB, but they have not yet been officially promulgated. Tn public presentations by the USPTO in
the fall 2007, however, the proposed changes were summarized and included some troubling

proposals that were not presented as part of the original rules package. These proposed changes
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are based on the duty to make reasonable inquiry, consistent with Rule 10.18(b)(2), and the duty
of disclosure (Rule 56).

The public presentation by the USPTO includes examples of improper conduct that may be
a basis for disciplinary action and a finding of inequitable conduct. On the basis of the yet-unseen
revisions of Rule 10.18(b)(2), the Office has publicly stated that petitioners submitting papers
must read each paper in its entirety, regardless of the source. Such a requirement is particularly
problematic for foreign language documents, large documents provided by an applicant, or
complex documents provided by an applicant. First, such documents may be provided on the
basis of search reports and other corresponding applications and may have no specific relevance to
the invention in the U.S. application. Alternatively, only a specific portion of the document may
be relevant and only that portion translated. Finally, some documents may be cited solely for
background purposes by another Office.

A requirement to have the entire document reviewed by a practitioner before submission
would be burdensome at best, extremely expensive, and ultimately of little or no benefit to the
Office or the Examiner. Nonetheless, failure to conduct such review has been identified by the
USPTO in these recent presentations as a basis for inequitable conduct. Further, the Office is
apparently taking the position that there is a continuing duty to review such documents for each
claim, while pending, until withdrawn. Thus, following each amendment of the claim, the
references must be reviewed again.

The foregoing has never been considered a basis for a violation of USPTO ethical rules nor
even generally a basis for an ethical problem or for inequitable conduct. Indeed, there never was a
proposal by way of a rule change that would have permitted the public to comment on this

proposal.
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Nonetheless, the public presentations by the USPTO give the impression that this now is
the practice to be followed. The statements in the USPTO presentation may be asserted to a court
in litigation to represent acts supporting a finding of inequitable conduct and serving as a basis for
unenforceability of a patent despite the fact that such a rule has never been proposed, discussed
with users, or promulgated.

These comments are offered to illustrate the dangers and damage that can be caused where
highly sensitive and legally significant issues are addressed by the USPTO prior to any public
vetting and opportunity for input.

Rules Packages

Lastly, T would like to address the variety of rules packages that have been proposed by the
USPTO and published for comment. The packages containing limitations on continuations and
claims, issued as final rules August 21, 2007 (72 Fed. Reg. 46715), were to go in effect on
November 1, 2007, but are now on hold and awaiting a decision by the U.S. District Court for the
Eastern District of Virginia. A package related to changes in the requirements for an Information
Disclosure Statement (IDS), which we understand has been approved by OMB, has not yet been
released. Other rules packages involving appeals and multi-invention alternative claims, with a
goal to improve patent quality and reduced pendency, have been proposed, but have not yet been
finalized.

1 wish to make clear that both the practitioners’ bar and users acknowledged the need for
solutions to the pendency and quality problems identified by the USPTO. Users and the bar have
consistently voiced their willingness to work with the USPTO to find solutions, and ATPLA has
supported reasonable limits on claims and even financial incentives to implement such limits, but

without loss of rights. Users and the bar stand ready to work with the USPTO through a dialogue
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in which the interests of all stakeholders are recognized. A key to any solution, however, is the
avoidance of requirements that foster charges of inequitable conduct or force undue limitations on
the scope of protection that can be provided for an invention. As stated by the Courts, charges of
inequitable conduct are a plague on the patent system and any initiative to address the pendency
and quality problems should avoid exacerbating this significant issue.
Conclusion
1 wish to thank the Committee for the opportunity to present these views and 1 look

forward to any questions that you may have concerning the observations and solutions that have

been presented.
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Mr(.1 BERMAN. Well, thank you very much. A number of issues
raised.

I will recognize myself for 5 minutes.

There is a tension here between pendency and all of the nega-
tives caused by that, and quality. And in a way, all of you have
spoken to this issue.

At this point, I would like to just engage, maybe even in a bit
of a dialogue back and forth, Mr. Dudas, Ms. Nazzaro and Mr.
Budens on how we can accommodate this tension, deal with the
terrible pendency problem and deal with some of the quality issues
that you address in the context of goals and working conditions and
requirements. So let me just ask a few questions.

First, to Ms. Nazzaro, I want to clarify one point in your report.
Your report found that, within a 1-year period, 70 percent of patent
examiners worked unpaid overtime to meet their production goals.

Did these examiners occasionally or consistently work unpaid
overtime to meet their goals? Was this a—sort of a once in a while
kind of situation, or was this a regular? And to what extent, if you
know,?did examiners work unpaid overtime to make production bo-
nuses?

Ms. NAzzARO. The second part I can answer quicker. We don’t
know whether the intent of working the overtime was to meet the
production goals. We didn’t ask that question. But of the 70 percent
that said that they worked overtime, five said they worked less
than 1 hour, 62 percent said they had worked 1 to 10 hours, 23
percent said

Mr. BERMAN. Over what period of time?

Ms. NAzzARO. It is over the past 12-month period how much
overtime worked per biweek.

Mr. BERMAN. Okay.

Ms. NazzARO. Twenty-three percent said they had worked be-
tween 11 to 20 hours, 5 percent said they worked 21 to 30 hours,
and 5 percent said they had worked more than 30 hours. So that
is worked per biweek in the 12-month period.

Mr. BERMAN. Okay.

Mr. Dudas, after the GAO report came out, the USPTO issued
a press release in October stating that it will review assumptions
the agency uses to establish production goals for patent examiners.
What steps thus far has the agency taken to study these assump-
tions? When do you think we will have the results of your study?
And will these results be made publicly available?

Mr. DuUDAS. Since that time, we have begun to look particularly
at breaking down attrition and retention numbers not just across
the board but specifically based on year. And we found that, as
things are more focused, when you get more focus on things, you
see patterns that begin to develop.

I will ask that we put up a chart that shows that attrition
throughout the USPTO is high in the first 3 years. As it gets past
the first 3 years, it drops to about eight, six, four, three, two, one,
and drops down dramatically. So we recognize—that is not the
right one, the one—the chart that has got the—shows retention
over 30 years, our attrition over 30 years.

The bottom line on that front is is that we have high attrition
in the first 3 years. That attrition lowers down dramatically after
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3 years, and then again lowers down—one of the things we are fo-
cusing on is specifically why are people leaving in the first year,
the second year, the third year?

We do actual exit interviews. I think it is important what GAO
did, where they asked the question, “If you were to leave, why
would you leave?” Best practice—yes?

Mr. BERMAN. But is that responsive, though, to the issue of re-
viewing the assumptions and establishing the production goals?

Mr. DuDAS. Oh, yes. On that front, well, we are certainly—every-
thing we are doing is looking at the assumption under the produc-
tion goals. Patent is doing that review across the board.

And again, even on that basis, you have to understand that the
production goals, that process has begun. That process is looking
at examiner’s production—some examiners do roughly 2%z times
more production than other examiners. It is based on the level of
experience the examiner has. It is also based on the number of
hours that are given per complexity for the technology.

So yes, that study has begun. Patents is looking at that. They
want to look at that over time, and they want to look at that. So
yes, we are happy to make those results public as we go through
that process.

But what I am trying to focus on particularly is we have to
make—go beyond what the study did in the GAO report, and we
have gone beyond that for the last several years, to focus on specifi-
cally where do we have attrition issues. We know that we have at-
trition issues certainly in the first 3 years. We are also putting
things in place to try to address those attrition issues.

We have actually lowered the attrition for first-years, where we
have our highest, by far. We have lowered that by 25 percent. We
targeted that area with retention and recruitment bonus and actu-
ally cut it in half.

But for the last 10 years, the PTO has lost about 20 percent of
their first year examiners. We have lowered that to 10 percent
where we have targeted retention and recruitment bonuses, and to
15 percent across the board.

Mr. BERMAN. All right. I am going to give myself, and then give
other people, an additional minute to just finish my three ques-
tions. And then, when—if there is a second round, although I do—
I should mention that we have to be out of here at 3.

Mr. Budens, the USPTO study—let us assume, when that study
is completed, and I am not quite sure when that is supposed to be,
but when it is completed, it finds an increase in examination time
is warranted, and the increase is implemented. How do you believe
this will impact patent pendency? Is there any way to accurately
calculate how incremental increases to examination time would ad-
dress examiner attention?

Mr. BUDENS. Well, first of all, I think that increasing—giving ex-
aminers more time will directly impact retention. I go down—I get
talked to by examiners every day and get stopped in the hallways,
go—thank you for getting us some more money, but what we really
need now is more time. We have got to have more time to do the
work.



123

I believe the results of the study from the GAO because it cor-
relates with everything I hear and I see in the hallways. We did
a very similar study——

Mr. BERMAN. I also believe in the studies that correlate with
what I already believe, too.

Mr. BUDENS. We—interestingly enough, before the GAO study
came out, we had actually done a survey of our own—of examiners
ourselves, which ended up having results essentially analogous to
what they found.

And one of the questions you asked of Ms. Nazzaro, what we
found—because we actually asked the question, what we found was
roughly a third of examiners—and we asked a similar size cohort,
about 1,200, 1,300 examiners—about a third of them were working
unpaid overtime, significant amounts, just to keep their jobs.

Another third were working significant amounts of unpaid over-
time in order to make outstanding ratings and get bonus awards.
So hopefully that—and that is a statistic I think would—correlates
perfectly with what the GAO found.

Dealing with how increasing those times is going to hit pend-
ency, obviously the short answer would be it has got to hit pend-
ency early on. But there are a number of factors that I think are
coming together at this point in time that may change that.

The recent court case in KSR that may change where obvious-
ness goes, the fact that, if we can increase quality, if we can start
keeping the examiners and getting these people experienced and
examining and making the best rejections they can, applicants are
going to start seeing that it is not just kind of a turkey shoot to
go into the Patent office, and they are going to stop filing and wast-
ing their time and money. It is not cheap to get a patent. They are
going to stop filing that.

I think those combination of things actually could lower pend-
ency in time. But pendency has been a problem that took us 20
years to get here. I don’t think it is—I can’t—I don’t know of any
solution that is going to make it go away in a year, or overnight.

Mr. BERMAN. My time has more than expired.

I recognize the Ranking Member, Mr. Coble.

Mr. CoBLE. Thank you, Mr. Chairman.

Good to have you all with us.

Attrition is a bad word. None of us embraces attrition. But I am
pleased to learn, Mr. Dudas, that your attrition rate is more favor-
able than the Federal Government at large. I did not know that.
So that is the good news about attrition.

Now, you indicate, Mr. Dudas, that we cannot hire our way out
of the pendency and backlog problems. Are these problems manage-
able?

Mr. DubpAs. I think these problems are manageable, but there
are changes that are going be—need to be made, and I want to sup-
port something that Robert Budens said.

If we could put up a chart that shows the allowance rate at the
Patent & Trademark Office, this is the number of patent applica-
tions that ultimately lead to a patent issue. As you can see, in year
2000, 70 percent of all applications led to a patent. First quarter
last year, it was 44 percent.
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There is a dramatic drop in the number of applications that have
come in the door. Some of that is quality initiatives. Some of those
are things outside. But it is one of the things we think—and I
think Robert hit it on the head—KSR makes a difference, that—
what applications that come in the door are sometimes quite prob-
lematic. And we have gone from having 70 percent approvals to 44
percent approvals.

That has also led to a behavior that is basically do-overs. I will
try again and again. I will ask for my continuation if I don’t like
your answer. I will ask again. I will ask again. I will ask again.

Unlimited do-overs we have right now. If there were no do-overs,
no continuing applications—and there are legitimate reasons for
them—that is 30 percent of our applications right now, and that is
growing.

Mr. CoBLE. Thank you, sir.

Mr. DuDAS. So yes, we need better applications, as well.

Mr. CoBLE. Thank you.

Mr. Kasper, in your statement you say that the industry are Tri-
lateral, in which AIPLA participates, recommended a common ap-
plication format to the Trilateral patent offices. You furthermore
estimate that adoption of this format would yield a savings of $300
million annually to patent applicants, but that certain substantive
issues prevent most of these savings from being realized.

Expand on that, if you will.

Mr. KASPER. Yes. The common application format would assume
that there is a single format acceptable by all three Trilateral of-
fices. There are a number of components to that, some very formal,
such as common titles, common organizations. Others are sub-
stantive, such as the content of the claims.

Now, in the study by the Industry Trilateral, in preparation for
discussions with the Trilateral offices, we identified five different
areas that were significant. One I mentioned earlier in my testi-
mony, it deals with adding numbers to claims, where it is popular
in Europe but not popular in the United States.

Another is legends that are required under U.S. law. In Europe
there is a requirement that, once an application is filed, there must
be a description of the then-most pertinent prior ART in the speci-
fication. Similarly, the claims must be changed to comport with the
specification. And finally, in Japan, you have a requirement that
the prior ART be listed in the specifications.

Those are the major areas where costs would be saved if they
could be unified. So $300 million based upon each of those require-
ments and those different jurisdictions would be saved in the event
that they could be eliminated or made uniform.

Mr. CoBLE. Thank you, sir.

Ms. Nazzaro or Mr. Budens, either one, what compensation-re-
lated incentives are the most cost-efficient and attractive to step
the tide of attrition? Either of you? Either or both.

Ms. NAZzZARO. I was going to say, we have not done any analysis
as to which ones are most cost effective.

Mr. CoBLE. Mr. Budens?

Mr. BUDENS. I think that, right now from my point of view, our
most cost effective use of money has been in higher salaries for ex-
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aminers, which has kept them in the neighborhood. Washington is
not a cheap place to live.

And the use of recruitment bonuses. One area I would challenge
Mr. Dudas on is that he keeps referring to recruitment and reten-
tion bonuses. We are using recruitment bonuses to get people in
the door. I am not aware that we are using—that any senior exam-
iners have received retention bonuses at all, and I think that is
some place where we could expand usage.

The recruitment bonuses, it is a little early yet, from my view,
to say that they are going to work, because they are spread out
over 4 years. But they are certainly an incentive to get people in
the door. But it is the higher salaries that we have gotten with the
special pay rates and that we need to maintain in time that I think
keep people in the door.

Mr. CoBLE. I want to try to beat that red light illumination with
this question, Mr. Budens. How does outsourcing searches waste
time and resources at the PTO, and how do you feel it diminishes
patent quality?

Mr. BUDENS. The first problem I have, the resources that have
been wasted is the fights that we have had ongoing on this issue
for years. We fought this battle in 2005, and then we are fighting
it again now with applicant quality submissions.

My belief is that those things are not going to put better ART
in front of examiners because an applicant themselves is probably
going to most likely be searching the same databases that the ex-
aminer searches. They are going to be finding roughly the same
ART in a narrow area of their invention.

The problem with that is that examiners don’t look at just their
invention. We give claims that have broader, reasonable interpreta-
tion, and we may go out and find ART that reads on the claims
that their reading that the applicant doesn’t think about. Their
view is more focused.

And I just don’t believe in any way that it is going to put more
ART in. We already have the rules in place that, if applicant knows
about a Norwegian telecommunications ART or something, they are
supposed to be giving it to us. we need to enforce that so Black-
Berry cases don’t come up again.

Mr. CoBLE. And I thank the Chairman for not penalizing me for
not beating the red light. I yield back.

Mr. BERMAN. The gentleman from Michigan, Mr. Conyers.

Mr. CoNYERS. Thank you, Chairman Berman .

You are a union man, Mr. Budens, Patent Office Professional As-
sociation. What is the problem here? We have got tremendously tal-
ented people here.

Mr. Undersecretary, you have been through this and helped pre-
pare us for many years. And I sense, quite frankly, that this isn’t
complex. I mean, there is something more simple than is coming
forward.

Can you give me an idea about this, Mr. Budens? What is going
on underneath the radar for people that really want to understand
why we can’t resolve the problem?

Now, I know that, for years, there was no replacement money,
and there were backlogs generated. Here we have a part of our
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Government winning all kind of awards, and yet there is a lot of
severe criticism.

How do we sort these disparate facts out here and get to the bot-
tom of this? Start me off, please.

Mr. BUDENS. Well, first of all, I think that we have a—somewhat
of an atmosphere of conflict in the office. There is certainly the nor-
mal kinds of conflicts that you always have between management
and labor.

But I think one of the biggest problems that we have that I see
plaguing us is that we don’t have enough interaction between each
other on where the agency is going, how it wants to solve problems.

When you really need to find out how to get the job done, you
go to the trenches. You go get the people who are actually making
the widgets involved in the process, in developing better ways to
do things and developing—and deciding the paths you can go. This
is something we haven’t done.

Mr. Dudas says that they have started undertaking a goal study
of examiner goals. My viewpoint is POPA should be involved in
that study from day one, and I am just finding out about it, that
it is going on right now today at this table.

When the GAO report first came out, I met with the commis-
sioner of patents and the deputy commissioner for operations, and
I asked them, “Okay, we have got this study out. It clearly shows
what the problem is. When are we going to sit down, and let us
start talking about what we can do with goals.”

Their response to me is, “Well, we can’t really do that right now
because we need to see what efficiency gains we can get from the
rules change packages and the applicant quality submission and
other things—initiatives that we have got going on, and we really
won’t know how to do the goals.

Well, the rules change packages is tied up in court. AQS is tied
up here in the Congress. In the meantime, examiners just keep
working, but we are not—we are not being involved in the proc-
esses early on. We get things basically shoved at us at the last
minute and are told, “Have a nice day.”

Mr. CONYERS. Ms. Nazzaro, what do you see underneath the
radar screen that can help us out here? We want to help the Patent
and Trademark Office. Everybody is conscious of the importance of
what they do.

Ms. NazzARO. I think my comment would be very similar to Mr.
Budens’. I mean, we have gotten an agreement from PTO that they
are going to look at the production goals, but we don’t have any
time frame.

We don’t know really what they are doing. This is the first I have
heard as well, and I did ask my staff before coming in here, you
know, what reaction have we gotten from the agency, what re-
sponse have we got, because we do track all of our recommenda-
tions. And we had no idea that they were doing something, as well.

We are not against production-based goals. Setting goals is a
good thing. You can’t measure performance if you don’t have goals,
so we are not against production goals. We just think they have to
be reasonable.
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The agency has not met its goals for the 5-year period that we
looked at USPTO 2002 to 2006. So if they are not even meeting
these goals, they are unrealistic goals.

And yet, the number of staff who are very concerned with these
goals to me seems to be really off the radar screen. They are very
appreciative of all the initiatives that the agency has taken, and we
applaud them because they are in the forefront of making a family-
friendly workplace.

Being a woman myself, I know having an on-site daycare and all
of these things are commendable, being able to tele-work in the
Washington, D.C. area, all commendable. But they are missing the
point. When 67 percent of the agency says they have a problem
with production goals, it seems like they should at least study it.

Mr. CONYERS. Mr. Chairman, could I get enough time to ask the
undersecretary to respond after Mr. Kasper?

Mr. BERMAN. I think it makes sense.

Mr. CoONYERS. All right.

Mr. Kasper, please, do you have anything to add to this?

Mr. KASPER. Thank you.

From my perspective, as I said, as an ex-examiner and certainly
now outside, one of the things that is most important is to have
enough funding for the examiners, enough training for the exam-
iners, and to provide them with proper supervision so that they can
do their jobs in a consistent way so that, to the outside world, they
appear to be uniform and provide a high quality output.

Thank you.

Mr. CONYERS. Mr. Undersecretary?

Mr. DubpAs. Thanks very much.

I do think that much of the issue at hand is what Chairman Ber-
man raised earlier, which is there is an inherent tension between
quality and production. We could certainly get rid of the backlog
overnight by cutting time in half. It would be ridiculous. Quality
would be terrible.

We had a 2004 study done by the inspector general who con-
cluded the opposite of what the GAO study was, which is that we
are giving too much time, because so many of our examiners, more
than 60 percent of our examiners actually achieved productions
standards of 10 percent higher than what is required of them. It
is beyond the goal.

We didn’t instantly run in and say, well, let us, you know, raise
the goal for examiners, because we recognized there are a lot of
challenges, and there are many, many challenges. Balancing that
is critically important.

But I think, again, we believe very strongly in studying all the
assumptions under the production goals. They are 25 years old. I
do listen to examiners.

We talk a great deal, everything from official functions and
brown-bag lunches. So quite honestly, I learn a whole lot at the
gym, talking to examiners about what kinds of issues there are.

The claims package that is now being held up in court were ideas
that came from examiners because they look at too many claims,
and they said, “This is a quality problem. It is a production prob-
lem.”
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I think where I see attention is I think the conclusion that has
come from the GAO study for many people is that what we need
to do is lower standards across the board. And I would have to tell
you, the USPTO disagrees that we need to lower standards for ex-
aminers. We are a performance-based organization with high
achievers.

And let me tell you what this means. It means that 60 percent
of all of our folks work beyond the level they need, beyond 10 per-
cent and beyond, to get higher bonuses. What we need to do is not
lower standards. We need to increase opportunity.

We need to increase flexibility. We need to let examiners have
the opportunity to do what they do best from wherever they want,
whenever they want, and however they want.

And let me tell you about just three programs where this has
been put in place in the last 2 years. Tele-working, which we didn’t
have in patents but had in trademarks, 1,000 patent examiners are
now working from home.

Eighty-three percent increased in morale. Eight-seven percent
say they would be more likely to work more years—retention. And
10 percent increase on average in production because they have the
opportunity to work from home. When they had more time, they
chose to do more work and have more flexibility.

A flat goal program, where we say, “Listen, you get paid per pat-
ent beyond a certain amount.” Less people apply. It is a voluntary
program. Over 150 people. Eighty-three percent of examiners re-
ported higher job satisfaction. Over three-quarters, which is not
enough to conclude there is a 5 percent increase in production
across the board. Again, something voluntarily chosen.

And laptop programs. This should have made sense a long time
ago. We said to patent examiners, “Have a laptop. Take it home.”

Mr. CONYERS. Well, this impresses me, but does it pass the test
with Budens? That is the question.

Mr. DuDpAs. He is a tough, tough grader. I haven’t passed——

Mr. CONYERS. What do you say?

Mr. BUDENS. I appreciate Mr. Dudas’s comments, and we do
agree that some of the things they have done have been very good.
Laptop program was very well received. It was a little of a concern
to us because we knew that examiners would be using it to work
more unpaid overtime, but examiners wanted it because they are
a dedicated bunch.

We are not necessarily opposed to production goals, by the way,
like the GAO is, either. We understand their needs. But there are
a lot of things that just aren’t meshing.

You mentioned the flat goal program. The flat goal program, al-
most all examiners just find that program reprehensible and are
scared to death that the agency is going to implement it and pretty
much run most of us out the door because it is not unrealistic. We
believe it is illegal. We are fighting it.

He made a—my brain went dead.

Mr. CoNYERS. Well, would going to the gym more with Dudas
help you or hurt you?

Mr. BUDENS. Well, one look at me says it may help me in some
ways. I am not sure that it would necessarily improve our relation-
ship all that much.
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Actually, Mr. Dudas and I get along very well, I think, one-on-
one. We have had a lot of good conversation. Where the real prob-
lems are is in the real development of where—and direction of
where the agency is going.

The employees need to be empowered. We need to be involved in
that process.

We are a very dedicated bunch. We believe in this system. We
want it to be successful, and we want to do a good job for the
American people. We need—we have one of the smartest, highly
educated workforces in the country. Put us—let us help design
where the agency is going and design the right tools that we need
and the right direction that we need to go to be able to do the job
that the American people deserve.

Mr. BERMAN. Very good.

The gentleman from Ohio. Again, 3 is our flat production goal.

Mr. CHABOT. Thank you, Mr. Chairman. I had another meeting
that conflicted with this. That is why I am a little bit late. If I am
repeating my questions, anything that you already covered or any-
thing my colleagues already covered, I apologize in advance for
that.

Mr. Undersecretary, I will begin with you. And if any of the
other witnesses want to either supplement or disagree with or add
to my questions to the undersecretary, that is fine. But I will direct
the questions to him.

Why did the USPTO wait until the 2007 GAO report to initiate
a study on patent examiner production goals when a 2005 GAO re-
port identified unrealistic production goals as a problem?

Mr. DuDAS. Again—and you are not asking a—it is a new ques-
tion.

Essentially, we are—we have not agreed with the conclusion that
has come from GAO that it was intimated in 2005, and I think
more directly said in 2007, the conclusion that what we need to do
is adjust production goals and that that will somehow really in-
crease production.

And the reason being—and so, in 2004, I mentioned earlier, the
inspector general did a report that said the opposite, essentially. It
said we need to raise our production goals, not lower them.

So I think what we are constantly looking at what should pro-
duction goals be and how do they work. We are also looking in
terms of what does it really mean in terms of attrition.

What the GAO study did was gave a lot of good, raw data, but
we have spent a lot of time doing—digging deeper under that data
since earlier than 2005, really trying to find out what really is—
what matters most for attrition and retention by year.

So I had mentioned earlier that what we found is that we do exit
interviews. Everyone who leaves, we ask them why did you leave,
and they will come in and—not everyone chooses to do them, but
of those that do, we have a higher response rate than generally in
industry.

And what we have found is that the primary reason why people
are leaving in their first couple years, 41 percent said the primary
reason is the nature of the work. That agrees with what the GAO
says, what Robert Budens has said there.
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We found in years 3 to 10, though, that no one said that it was
the nature of the work. They said that they think it was supervisor
issues or management issues, along those lines.

So what we have started to do, we have had 2 years in a row
where we have had a management competence, working with our
managers to work, “How can we address that problem?” We have
looked at——

Mr. CHABOT. I tell you what. I have only got 5 minutes.

Mr. DuDAS. I am sorry.

Mr. CHABOT. That is all right. Let me cut you off there and ask
if any of the other witnesses want to supplement that answer,
or—

Ms. NAzzARO. Well, maybe there is a misunderstanding of why
GAO believes the way it does. I mean, what the testimony we have
heard today is that the more senior employees are the more pro-
ductive employees. Over 70 percent of the workload is done by the
more senior employees.

If you consistently have turnover, particularly among those jun-
ior staff, you are never going to be developing that senior cadre.
What we see is the problem with the attrition among the people
who have less than 3 years, it takes 4 to 6 years for someone to
really become a journeyman or become proficient in that profession.
It is also taking the senior people more time to provide that on-the-
job training then, too.

So I mean, we really see a problem with this whole attrition. And
until they can effectively reduce that attrition, I don’t think we are
going to work out of the problem. And so, that is where we are say-
ing that, if they are continuing to say production goals are driving
us out because the nature of the work is too competitive, too pro-
guction-oriented, we need to figure out a way to have a happy me-

ium.

Mr. CHABOT. Okay, thank you.

Let me ask my second question, Mr. Dudas. Was there any dis-
cussion within the USPTO management team over whether Con-
gress should have been notified of the re-organization of the Office
of External Affairs?

Mr. DuDAS. Absolutely. In fact, we look at—there are three dif-
ferent types of changes that might trigger different requirements,
a re-organization, a re-alignment and a reprogramming. So we cer-
tainly have that discussion every time we make a change.

A realignment is, if you will, changing people within a box. A re-
organization is changing boxes on the org chart, getting rid of a dif-
ferent type of a thing. And a reprogramming is a significant change
in funding.

So there is no question. We had our chief financial officer in
every one of these cases. We have done five realignments in the
last year. On each one of those cases, our chief financial officer gets
together with our office of general counsel as needed, our office of
government affairs, to determine is this the kind of thing that trig-
gers that appropriations requirement to notify the Appropriations
Committee that this is a re-organization.

So we definitely have that conversation every time. There have
been a number of times where re-organizations in the last few
years. I have got examples of when wee determine that they are
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re-organizations. We have come up and notified Congress officially,
and in each case it is a re-organization.

I have examples of when it has been a reprogramming, and we
have come up and notified the Appropriations Committee and oth-
ers of what change is going to be made. But a realignment, we
don’t do that, but we certainly have discussions n that in a very
formal way with a lot of——

Mr. CHABOT. Let me squeeze my last question in quickly here.
What has been the effect of the re-organization of the Office of Ex-
ternal Affairs on USPTO, Intellectual Property Enforcement ef-
forts?

And my time has expired, so, if you would keep your answer rel-
atively brief, and I would like to go to the others quickly if they
have some response to that.

Mr. Dupas. Higher efficiency, essentially. We had an organiza-
tion that had Government Affairs, International Affairs and En-
forcement all in one. Five years ago we change that and split them
out among three.

And what we found is our people were bumping up against each
other. Enforcement people and International Affairs people often do
very much the same thing. We have stationed people in the em-
bassy in Thailand. We had people that were working in that. That
was from International Affairs.

We had people that were working from Enforcement bumping
into each other. What we have now is a team of more lawyer. No
on transferred out of the office or into the office. More lawyers who
can work on our global intellectual property academy and gear
themselves toward enforcement or gear themselves toward the
international relations or policy.

So it is a more efficient operation. We made a mistake 5 years
ago when we split them into three. We should have split them into
two. Government Affairs should be separate—International Rela-
tions.

Mr. CHABOT. Thank you. Any of the other witnesses need to com-
ment on anything? Okay. Thank you. I yield back the balance of
my time, Mr. Chairman. Thank you.

Mr. BERMAN. I recognize the gentleman from Florida, Mr.
Wexler.

Mr. WEXLER. Thank you, Mr. Chairman.

Mr. Dudas, if I could go back to the list that I had read at the
beginning in terms of, if my understanding is correct, at least a
dozen senior people in your office have left involuntarily, not volun-
tarily. These involuntary dismissals represent an extraordinary de-
gree of talent, expertise, technical knowledge developed over dec-
ades.

And it raises the question why so many career professionals, if
my understanding is correct, have involuntarily been dismissed. So
could you please tell us what the numbers are in terms of this
level? We are talking about commissioners, deputy commissioners,
administrators, chiefs of staff, financial officers, deputy financial of-
ficers information officers, chief information officers, deputy infor-
mation officers. What is going on?
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Mr. Dupas. Yes. And you are talking about at the senior elective
service. This is the highest level within leadership in our organiza-
tion.

There haven’t been a lot of involuntary dismissals. A lot of people
have chosen to leave. There have been some folks that I have said,
“I don’t think performance is where it should be.”

I am really glad you asked this question because I worked on
this Committee in 1999 when the USPTO was made a perform-
ance-based organization. We were about performance. And our ex-
aminers had been under performance standards for a long time.
Our management wasn’t always under performance standards.

When I came into the office, the Appropriations Committee re-
port came through, and Congress said, “PTO management has not
been sufficiently innovative. Finally, we lack full confidence in the
information provided by PTO management regarding its needs and
performance.”

So the first thing we did was look at what is happening within
this office. Why aren’t we achieving our goals? And we looked at
Government, performance and results——

If I can show you here, this is the history of the office. The blue
line going up, we met on average 25 percent of our goals at the
Patent & Trademark Office before 2004. We are now up to 90 per-
cent.

I am embarrassed to say that last line doesn’t go up to 100 per-
cent. All of our major goals that we report to the Administration
and the Congress, we have moved up from an average of 25 percent
to over 100 percent.

I will also show you the line that moves more downward. That
is the ratings outstanding for senior elective service people in our
organization. In 1999 we met 18 percent of our goals, and 82 per-
cent of the senior executives were ranked outstanding. We don’t
even—we don’t have about half of our patent examiners ranked
outstanding, and they have tight production standards.

So the bottom line is it became a little harder to work there. We
said—and if you see, as our goals met went up, our ratings of
SESrs went down. A number of people left, quite honestly just said,
“It is too hard. You have strategic plans. I don’t want to do this.
I have other places I can work.”

There were others. I waited 3 years to have full discussions
where I said, “I would like to reassign you because I don’t think
we are meeting our goal. I want people in place who will meet their
goal.”

So I am happy to go over any individual, but I will say there is
little question that I came in with a sense of what this Committee
wanted and what that law said, is to become a performance-based
organization, and that is what we have done.

I am proud to say we brought down the ratings to a point that
I think is more reasonable. And in the last year, last 2 years where
we have broken records, literally 12 records, historical records at
the Patent & Trademark Office, that yes, we started to see some
of those outstanding ratings go up.

Mr. WEXLER. So if I just sum up your testimony then, in regard
to these senior managers, it is your testimony some have left vol-
untarily, for whatever their reasons, and those that have left invol-
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untary—on an involuntary fashion have been dismissed because
they failed to meet your guidelines, they failed to meet the levels
of required expertise?

Mr. Dubpas. Yes. I would say—I can’t think of the people that I
actually—that I went through a process of actually dismissing,
going through the process of firing, et cetera. I had hard conversa-
tions with a lot of our managers, where we sat down and discussed
whether or not we were meeting our goals and what kind of sup-
port that I had given.

In the patents organization, at one point I sat down with some
leaders of the organization and said I would plan to reassign you,
and did make reassignments, which is—so that is not a dismissal,
but that is me saying that I think that the fact that we have
missed these goals, I would like to get people in place who are—
and quite honestly, I felt that I had been asking for, wanting infor-
mation for some time that would help us meet our goals, and that
we weren’t doing that.

Mr. WEXLER. Just to follow up and be done, is this quantifiable
in terms of individuals? If they—is there something in writing that
says they haven’t met their goals?

Mr. Dubpas. Well, we certainly do performance appraisal plans
and the like. And like I said, in many cases, it is not, “You have
not met your goals, and you are not doing the findings.” In many
cases it i1s a sit-down conversation of, “Why aren’t we being suffi-
ciently innovative? Why aren’t we doing the things that Congress
has been asking us to do?”

I mean, again, I will tell you, I hold senior executives to a very
high standard because we certainly hold our examiners to a very
high standard.

Mr. WEXLER. Thank you very much.

Mr. BERMAN. Thank the gentleman.

From what I heard from the Chairman and from what I see in
the audience, we are going to have a gig that implicates the per-
formance right soon, so we are going to have to start wrapping up.

But Mr. Watt is recognized.

Mr. WATT. I will be very quick because I am going to ask Mr.
Dudas to provide some information in writing, if I can. You said
you anticipated what the oversight hearing would be about, but I
doubt you have a chart with you that will reflect what I am getting
ready to ask you.

As a new Member of this Subcommittee, I have noticed the same
thing that I have noticed as a Member of the Financial Services
Committee, on which I also sit, that there doesn’t seem to be a lot
of diversity in what is going on.

So if you could just send us the information about the diversity
of your workforce at the Patent office

Mr. Dubpas. Congressman, I am happy to, but I can answer you
if you want me to. I am happy:

Mr. WATT. Well, in the interest of time, I would rather see it in
writing anyway. If it is not going to take you any longer than it
would take you to answer it, then I am going to be disappointed
anyway. I would rather be disappointed in private than in public.
And you would probably rather for me to be disappointed in pri-
vate.
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Mr. Dubpas. Right. I don’t think you will be disappointed. Let me
just—54 percent diversity.

Mr. WATT. Four percent?

Mr. Dupas. Fifty-four.

Mr. WartT. Fifty-four. Well, I want to see the numbers up and
down the line.

Mr. DuDAS. That is fine. We will give it to you broken down, and
we will give it to you whatever way you want.

Mr. WATT. Yes.

Mr. DUDAS. And if you want more information, we are happy to
give you more information.

Mr. WATT. I appreciate it.

Mr. DupAs. Thank you.

Mr. WarT. That is the only question I have. I appreciate it. 1
yield back, because I want to hear the whinings [sp] also.

Mr. BERMAN. The gentleman from Georgia, Mr. Johnson.

Mr. JOHNSON. Thank you, Mr. Chairman.

Mr. Dudas, as a follow up to Mr. Watts’ questions, in your testi-
mony you state that the various recruitment efforts, you state the
various recruitment efforts made to attract science and engineering
students to create a pool of potential examiners for the agency.
Could you please tell us your efforts in ensuring the diversity in
this pool of potential candidates?

And I will rest with that.

Mr. Dubpas. Like many large organizations, we recognize that di-
versity is something that is of great benefit to our agency. So I can
go into specific programs. The U.S. government is about 32 percent
diverse. The USPTO is 54 percent diverse. Our examiners are 51
percent diverse. And in the last 2 years, our recruiting classes have
been 52 percent diverse.

That is broken down by a number of different categories. We
have been improving in a number of categories, seeking that type
of diversity. We have partnered with the Minority Business Devel-
opment Administration to help us with outreach because we are
hiring 1,200 examiners a year. We want to work with them to do
that.

We have now gone to—much more to historically Black colleges
and had I think 145 people hired at historically black colleges in
the last few years. We have partnerships with minority student en-
gineering societies at some of the major schools we go to, MIT,
some of the big universities where we traditionally—not just said
let us go in through the recruiting, but let us work with the minor-
ity student engineering societies that they have there as well.

We have a Community Day every year where we basically cele-
brate the variety of cultures and the variety of ethnicities we have,
and celebrate that we are all at the USPTO. We held 26 events
specifically focused on minority recruitment last year. And as I
mentioned—in the last 2 years, I am sorry—it is 145 people that
we have recruited from historically Black colleges.

We are challenged in recruitment on gender in the same way
that the industry for engineers are challenged. We need to improve
in terms of how many women that we are recruiting. We are trying
to expand that as well. That is something that you see in the engi-
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neering professions throughout, but we are trying to increase that
number—that level of diversity as well.

And I will throw just one more thing that wasn’t intended, nec-
essarily, to be a diversity effort. But Chairman Conyers came down
and spoke to a recruitment class that we had, and he came down
right around Martin Luther King Day and shared with—his efforts,
hzvhat he managed to do to make Martin Luther King Day a holi-

ay.

That was something that we had about 200 people in that acad-
emy that were graduating that day. They were inspired. But the
word spread throughout, just about how we are bringing people in
from outside traditionally USPTO environment, and that was
something that was inspirational to many of our folks.

So there is a lot that we are trying to do not only to recruit, but
also to make sure that it is an environment where people want to
stay.

Mr. JOHNSON. Thank you.

Mr. DubpAs. Thank you.

Mr. BERMAN. The gentlelady from Texas, Ms. Sheila Jackson
Lee.

Ms. JACKSON LEE. Thank you very much, Mr. Chairman. I know
the pending issue of importance that is about to come upon us, so
let me rush through and welcome the witnesses, thank them for
their presentation, and basically focus on the good friend and as-
sistant secretary of the office.

First of all, the President has put forward his budget for forth-
coming. And are you here applauding the budget, or are you pre-
pared to see it tweaked because there is a greater need, particu-
larly in the inspectors—examiners, rather?

Mr. DupAs. We are actually quite pleased with the budget be-
cause it is the fifth year in a row that the President’s budget has
said that all of the fees that come into the agency should stay with
the agency. And Congress has followed that lead 4 years in a row.

And so to us, we are a fee-funded agency. Our goal is really to
see that those fees stay within for the inventors, and so we have
been pleased.

Ms. JACKSON LEE. So that framework, it gives you the sufficient
amount of money?

. Mr. Dubpas. Yes. Well, it gets us all of our fees. It gets us all our
ees.

Ms. JACKSON LEE. All right. I know I can probe that in a further
letter.

Let me just quickly—if I could follow up on Mr. Watt’s question
and ask you, in the breakdown of his request regarding diversity.
If you can also categorize it by GS level, how many are 13s, how
many are coming at that level, because I would imagine that you
are taking some laterals, and it is very important to see the ability
of people moving up. Can you provide it in that manner?

Mr. DuDpas. I think we can. I am almost certain we can.

Ms. JACKSON LEE. Management is important.

Let me also suggest that you—actually you talk about minority
engineering societies, very important. But I would encourage you
to formulate a direct program with Hispanics serving in historically
Black colleges, which the President has a framework, the college—



136

the Congress has a framework. We have worked—and so those
frameworks are already in place.

One, the knowledge of them, the organizations are there, and we
would like you to have a report back if you utilize those resources
of students. And I might, just for the record, throw out Purview
A&M in Texas.

My other question is—quickly is what efforts are being under-
taken by the USPTO in the area of enforcement, particularly with
respect to China? And what has been your challenges? What have
been your success rates, because I can tell you that many of our
businesses and constituents, and they fall on different sides of the
lot on this.

Certainly there are some successful, but others are complaining
that the trade imbalance, the infringement, rather, which Mr. Con-
yers has worked on extensively, the Judiciary Committee has
worked on extensively. I don’t know what progress we have been
able to make.

Mr. DubpaAs. The challenge, as I think you are implying, is very
clearly that, with all the efforts that are underway, including a
World Trade Organization action against China, the metrics still
show that China is responsible for 80 percent of all of the counter-
feit goods that are attempting to come in the United States, and
we see similar numbers in Japan and in Europe.

And so there is no question. The challenge is that the results are
that counterfeiting is happening in China, that their laws need to
change, and that more needs to be done.

How are we involved? We are involved very directly. Some-
times—we actually have a very unique position in the U.S. govern-
ment. Sometimes we are shaking our finger or telling China, “Lis-
ten, there is more that needs to be done.” This needs to be done,
and we support the WTO case and work with the U.S. trade rep-
resentative.

But we also come in and work very carefully with all of the agen-
cies in China. We work with the customs people. we work with the
police. We talk to the Supreme Court justices. We have a number
of programs where we bring in hundreds of Chinese officials to help
train them and teach them and work with them about how intellec-
tual property is an important point.

We have had very successful relationships, particularly with the
head of office in the Chinese intellectual property office. So what
we do is we partner very closely with the people who are pro-intel-
lectual property in China, and we develop and we help strengthen
{:holse ties. That is where we have been very successful, particu-
arly.

Ms. JACKSON LEE [continuing]. I don’t want to leave you out of
my last question. Can you give me an assessment of the profes-
sional workers and the issues or—of your association, or treatment
of your association, or comfort level that you have with the office
at this point?

Mr. BUDENS. As I said before, the examiners are very highly edu-
cated and highly skilled force, and they are highly dedicated to the
patent system. We want to do the job right. We really understand
the importance of patents in driving innovation in this country and
throughout the world.
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I think there is a sense of frustration that we are not more in-
volved in developing the kinds of things and tools and policies and
stuff that we need to be able to do the job right.

In I think several areas of the office, I think we are very pleased
with this Administration, some of the initiatives they have put for-
ward. The Hotelling program has been well received. The laptop
program has been well received.

On the flip side of that, we are in the middle of a contract nego-
tiation right now for our term contract in where the positions of the
agency on many very important things like grievance rights and
performance appraisal stuff, the agency has taken very decidedly
anti-employee positions on those areas. And we are scared to death
of what is coming out of that negotiation.

We are starting mediation on that next Tuesday, I believe, and
expect the agency to have us at the impasses panel very quickly.
And I don’t think—I don’t see right now anything good coming out
of those mediation. I hope I am wrong, because I think it is going
to be a decidedly negative impact on examiners if nothing happens,
if the positions of the parties don’t change right now.

Ms. JACKSON LEE. Mr. Chairman, let me thank you very much
for your indulgence, and just conclude by saying Mr. Budens’ com-
ments disturb me. And I believe if we are to have an efficient, ef-
fective and professional office and staff, if we are to build on our
recruitment, obviously the Federal Government needs to be a lead-
er in respecting worker’s rights or opportunities to have—express
a grievance.

So I don’t know what statement that Congress can make at this
point, but I hope that we can make a statement that indicates that
we are watching, and we are concerned. And I hope that we can
get a report back that our parties have come together, and they
have done the right thing. Otherwise, I hope maybe we will have
a hearing on the issue.

Mr. BERMAN. We will take a closer look at the current round of
bargaining on this issue.

I will now thank the gentlelady, and I will recognize myself. I am
told we have a little bit more time, so, Mr. Kasper, I would like
to go to your testimony to examine one particular statement. Page
five where, in the middle paragraph, where you start out, “In the
vast majority of cases, inventions relate to actual products or proc-
esses that have been developed by the inventor or his employer.”

And you talk about two major goals for such applicants, and you
have one, and then you have the second one, and that is the one
I want you to focus on, “To secure claims directed to the particular
features of the commercial embodiment of a product that contains
the invention to protect against the copying of that product.” You
see where I am talking?

Is what you are saying here, the phrase, “The particular fea-
tures,” is the particular features is the invention, but the claims
may be defined broader to cover and include the commercial em-
bodiment that contains that inventive feature. Is that basically
what you are intending?

Mr. KASPER. Chairman Berman, the intention was to show that,
in some cases, you can have a claim that is broad enough to cover
both the commercial embodiment as well as competitors’ embodi-
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ments. So in other words, the scope of protection is broad, and
stops many competitors from entering the field.

Mr. BERMAN. Can the scope of the claim be written to cover sort
of the commercial embodiment, and therefore is broader than the
description of the inventive feature?

Mr. KASPER. Yes, it can be broader. You may—and typically, it
is broader than the description of the invention. However, some-
times the applicant will take a much narrower scope of protection
that covers only what he has in the marketplace. He doesn’t care
about a competitor’s product or getting the broadest possible pro-
tection, as long as his widget, as it is sold, is actually covered. So
he is prepared to compromise and to truncate the prosecute

Mr. BERMAN. And in that case, the claim would only cover the
inventive feature.

Mr. KASPER. Correct.

Mr. BERMAN. All right. And then, one last—I have a lot of ques-
tions, but I am not going to do that. But I just—in your testimony,
you speak about many applications your firm files every year. We
hear—I hear that part of the patent pendency problem stems from
overly aggressive lawyering on behalf of applicants, where the law-
yers exploit the system in ways that create many burdens on the
examiner despite the current rules.

What additional duties, if any, would you impose on applicants
to improve the patent examination process?

Mr. KasPER. Well, certainly the additional duties could involve
more full description of the features of the invention during the ap-
plication prosecution process. In some cases, for example, the appli-
cant may simply say there is a difference between the invention
and the prior ART, and then leave it to the appeal process to have
that worked out by the Board of Appeals.

What I believe is that, in a dialogue between the examiner and
the applicant, if that dialogue could be open and free, without con-
cern for inequitable conduct, you would have an opportunity to
have the important inventive features identified, recited in a claim,
and eventually have the claim and the application issued as a pat-
ent in a much more expeditious manner.

Mr. BERMAN. All right. Unless there is some reason to the con-
trary, we are—votes have been called. I appreciate very much—
they are not all the—there are a lot of issues out there. In fact, I
just will make an observation for Mr. Dudas on one very specific
point that was raised by you and commented by one of the Mem-
bers.

When you split the Office of External Affairs into three offices 5
years ago, that was—this was Mr. Chabot, I think was pursuing
this line of questioning—that you considered an executive reorga-
nization. So wouldn’t it follow that the collapse of those three of-
fices into two would be considered an executive reorganization?

Mr. DuDASs. It is not, and I will tell you why. The difference be-
tween it is it is a—when the split came in first—I am not certain
if it was a reorganization, but I will tell you the difference between
that split and the flip back was.

There was a specific position that was Administrator for External
Affairs. When we decided to put it into three, we said that position
should rest in the deputy undersecretary. And the deputy under-
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secretary—at that level, this is policy for the entire Patent &
Trademark Office, lead advisor to the President and others.

That statement—that right there stayed the same in this re-
alignment. It is still the deputy undersecretary that leads that or-
ganization. So that would have been a change from someone who
reports to deputy undersecretary to someone who is within.

I can tell you, I am happy to go into

Mr. BERMAN. I will think about your statement on the matter.

Mr. DUDAS [continuing]. Sure, that is

Mr. BERMAN. Okay.

The Committee hearing is adjourned. I thank you all for coming,
and there are things to follow up both on your part and on our
part, which we will do. Appreciate it.

[Whereupon, at 3:07 p.m., the Subcommittee was adjourned.]
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Thank you, Mr. Chairman, for your leadership in convening
today’s very important hearing on the oversight of the U.S. Patent and
Trademark Office. I would also like to thank the ranking member,
the Honorable Howard Coble, and welcome our panelists. I look

forward to their testimony.
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In this hearing, Congress exercises its duty of oversight over the
U.S. Patent and Trademark Office (“USPTO”). This hearing will
explore the efforts being made by the USPTO to tackle patent
application backlog. This hearing will also review recent USPTO
organizational changes.

The USPTO is responsible for issuing patents and trademarks.
Patents grant exclusive economic rights in new inventions.
Trademarks grant exclusive rights to use a word, phrase, or symbol to
denote the source of origin of goods or services. Because the USPTO
has made considerable gains in reducing the time it takes to process

trademark applications, i.e., pendency, my statement will focus upon

the steady rise in patent applications and the time it takes to process
patent applications.

In order to determine whether to grant a patent, examiners
must ascertain whether a discovery is of patentable subject matter,
useful, novel, non-obvious, and accompanied by an adequate
description. The USPTO requires an adequate number of examiners
and easy access to information resources in order to process the high
number of patent applications filed each year.

The USPTO also requires adequate financial resources to
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properly respond to the increase in patent applications. The USPTO
is authorized to collect statutorily set fees for the services it provides.

Since 1991, USPTO operations have been entirely fee supported.
However, as an agency within the Department of Commerce, the
USPTO is subject to the appropriation process. Because each year the
USPTO must wait to see whether it will be appropriated all of the
funds it collects, it cannot plan the hiring of staff or the
implementation of patent quality initiatives in advance.

Some attribute the lack of resources at the USPTO as the cause
of deterioration in patent quality. This deterioration in patent quality
has wasted valuable resources, by sanctioning frivolous third-party
court challenges, and has discouraged private-sector investment.

As the world’s technology leader and center of innovation,
America must set a high standard to ensure that undeserving
inventions do not pass through the patent process. To that end, the
USPTO needs more guidance so that it only issues patents to
discoveries that are truly inventive.

Once the USPTO issues a patent of questionable quality, it is
easier for unscrupulous patent holders to engage in abusive practices

that hurt the economy. American inventors should no longer receive
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threatening licensing letters containing vague patent infringement
accusations from patent holders, raising the specter of treble damages
if they do not give in to the senders’ demands. There needs to be a
proper balance between patent holder rights and the prevention of
abusive practices so that the patent system would protect and reward
the hard work of American inventors.

The availability of meaningful and low-cost alternatives to
litigation for challenging patent validity would provide an additional
quality check. Possible alternatives to litigation could include: (1)
giving third parties an opportunity to submit “prior art” to patent
examiners before the issuance of a patent, (2) creating a post-grant
opposition procedure that would allow administrative challenges to
patent validity instead of the current option of going to court, and (3)
relaxing estoppel and other re-examination requirements to make
them more attractive as options for opposing patent validity.

The quality and timeliness of the USPTO’s work has a direct
impact on the willingness of American companies to use our patent
system. The USPTO has some work to do in reducing the time it
takes to process patent applications. Indeed, for the last several

years, the time it takes for patent applications to be processed has
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steadily increased.

According to the USPTO, patent pendency rates have risen on
average from 27.6 months to 31.9 months between 2004 and 2007.
Additionally, the number of patent applications awaiting initial
review has also steadily risen over the last several years. As of the end
of FY 2007, there were over 760,000 patent application awaiting
initial review by a patent examiner and over 1.1 million pending
patent applications in total. Without corrective action being taken,
average patent pendency could rise to 52 months.

Many reasons have been cited for the rise in the pendency for
patent applications, including increased demand for patents, a
chronic lack of employee and financial resources, and the increasing
complexity of patent applications. The growing patent pendency, and
associated backlog of patent applications awaiting review, could put
the United States innovation system in jeopardy as companies move
away from using the patent system and towards secrecy as a means to
protect their inventions.

For the patent system to function properly, there must be some
level of certainty in the right conferred and the right must be provided

in a timely manner. For years, critics have pointed out that the
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quality of patents issued has diminished, resulting in increased
litigation and greater uncertainty that an issued patent would stand
up to the scrutiny of litigation.

Over the years, the USPTO has attempted to address its decline
in patent quality. For example, in 2002, the USPTO published a
document called the 21t Century Strategic Plan. This document
provided a comprehensive blueprint that detailed a number of
reforms to improve USPTO’s performance. The 215t Century Strategic
Plan identified patent pendency as a problem and proposed various
measures to improve examination productivity as a means to address
the problem.

The USPTO published a revised strategy in its 2007-2012
Strategic Plan. In its 2007-2012 Strategic Plan, the USPTO laid out a
multi-prong approach to improve the timeliness of patent
examination. The approach consisted mainly of hiring new patent
examiners, improving patent examiner retention, and establishing
rule changes that would reduce the number of continuation
applications and the number of claims in many applications.

As discussed above, the USPTO receives yearly appropriations

equivalent to the fees it collects. These appropriations are subject to
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clauses within the appropriations act that require Congressional
notification prior to changes in approved programs.

Specifically, Section 605 of the 2006 State, Commerce, Justice
Appropriations Act stipulates that no appropriated funds may be
made available through a reprogramming of funds unless the
Appropriations Committees of both Houses of Congress are notified
15 days in advance. A reprogramming of funds occurs when
appropriated funds are used to create a new program, when a funded
program, project or activity is eliminated, when an office is
reorganized or renamed, or when a program or activity is
reorganized.

The purpose of this Congressional notification requirement is to
ensure that Congress maintains clear oversight in any of the
administration’s spending changes. There are assertions that the
USPTO has taken actions that could be considered a reprogramming
of funds, and it is unclear whether any notification was provided.

Regardless of whether the changes made at the USPTO
constitute a realignment or reorganization, the USPTO should have
notified the Judiciary Committee of the changes it intended to make,

prior to making them. Now that these changes to the USPTO’s
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organizational structure have been made, it is important that the
members of this Subcommittee know and understand the reasons for
these changes.

Mr. Chairman, I am hopeful that the USPTO can be placed in a
position to bring the American patent system up to speed for the
twenty-first century. Instead of remaining a hindrance to innovation
and economic growth, the patent system should work for inventors
and with competitive market-forces to ensure that America’s patent
system remains the best in the world.

I look forward to hearing from our distinguished panel of
witnesses. Again, thank you Mr. Chairman for holding this hearing. I

yield the remainder of my time.
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Record Statement

February 27, 2008

Mr. Chairman,

Thank you for calling this hearing today for giving us the
opportunity to have this dialogue with and about the US Patent
and Trademark Office.

I would like to begin by thanking the representatives from the
USPTO for their ongoing support of the National Inventors Hall
of Fame. The National Inventors Hall of Fame, located in my
district, in Akron, Ohio has received invaluable support from the
USPTO over the last several years. Thank you so much for that
support!

For those who have not been fortunate enough to visit Akron,
the Inventors Hall of Fame honors the women and men
responsible for the great technological advances that make
human, social and economic progress possible.

Every year, the Hall of Fame welcomes new inductees who have
made significant inventions during their lifetime. This year, the
auspicious list of inductees included the inventor of fiber optic
cable, the inventor of packet switching, the means by which
information travels over the internet, and the inventor of
implantable defibrillator. The Inventors Hall of Fame is a
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tangible tribute to the advancement and innovation that is
possible when intellectual property is properly protected.

Because I am fortunate enough to have the Inventors Hall of
Fame in my district, I am visited by a great many inventors, and
other folks who have extensive contact with the Patent and
Trademark office. As you might expect, pendency in the patent
process is a primary concern and, unfortunately, often a
frustration of theirs.

While it is promising for our country and our economy that part
of this pendency is due to the overwhelming amount of
innovation that is taking place in our country, that does not
excuse the problem. We must focus on making this process as
smooth and efficient as possible so that we can continue to
encourage the entrepreneurial expansion that makes our country
great.

Intellectual property is often the only property that matters in
our new economy. And while we cannot hold onto it tightly
with our hands in order to protect it, we can help our inventors
to hold it tightly within the patent and trademark process.

Thank you all for coming today and I look forward to your
testimony.
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Opening Statement of Congressman Darrell Issa
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Oversight Hearing on the USPTO
February 27, 2008
Thank you, Mr. Chairman, for holding this hearing. It’s always
important for us to hear how the PTO is functioning and try to

determine what improvements are needed, if any.

Our oversight over the PTO over the past few years has been
closely intertwined with the patent reform debate. It’s safe to say

that this room wouldn’t be quite as full if that were not the case.

One of the points I have focused on within that debate is the
question of how to structure any post grant review process and

how to restructure the current reexamination procedure.

I'have long believed that the PTO’s past reexam process allowing
the same patent examiner who granted a patent to conduct the

reexam was a mistake. I believe the PTO has made strides away
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from this process by forming a separate group of examiners whose
only job is to conduct reexaminations. To my knowledge, these

individuals are never the same examiner who granted the patent.

This is a good start, but as I have discussed with the Chairman and
Undersecretary Dudas among others, I believe the reexamination

process should not be the purview of the PTO.

A more practical and less biased solution would be to give
reexamination responsibilities to a body separate from the PTO.
The patent reform bill passed by the House creates a system
similar to this model, by using Administrative Patent Judges for
post grant and reexam procedures rather than examiners, but

| process still takes place within the PTO. I am concemed that

institutional bias may still remain in such a process.

Beyond that, while I am supportive of the single window post grant

review that the House patent reform bill creates, I do want to make
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sure that the burdens imposed upon the PTO by the new process do
not move resources needed to reduce patent pendency away from
the examination process toward a reexamination process. It is
more important to get it right the first time by granting strong,
deserving patents, aﬂd therefore we must ensure that the PTO is

able to use its funding most efficiently on the front end.
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U.S. PATENT AND TRADEMARK OFFICE

Hiring Efforts Are Not Sufficient to
Reduce the Patent Application Backlog

‘What GAD Found
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Unlted States Government Accountability Ofee

Waskington, DO 20548

September 4, 20607

“The Honomble Tom Dhvis

Ranking Member

Committee on Cversight and Government Refonm
House of Representatives

[Dheear Mr. Davis:

Prodecting intellectual property rights and encouraging technological
progress are important for ensuring the current and future
competitiveness of the United States. The LS. Patent and Trademark
OHfice (USPTO) helps protect the nation's competitiveness by granting
patents for innovations mnging from new reatments for dSeases, 1o new
wireless technology applications, to new varieties of plants. USPTO's
ahiliey 10 keep up with the demand for patents is essential for achieving iks
missbon. However, ncreases in both the volume and complexity of patent
applications have bengthened the amount of Gome it takis te agency to
process them. As n result, the imventory of patent npplications that hive
not yet been reviewsd, called the backlog. has been growing for over 15
years—since fiscal yoar 22 alone, the backlog has increased by nearly 73
percent to about 0,00 applications.

Inventors subimit applications to U'SFTO w0 obiain a patent for their
Imventions and the right it affords the holder o exclade others from
making, wsing, or sefling the patented Hem in the United States. USPTO is
funded by fees collected from the public for specific sctivities related o
processing applications. The spending of these fees ks subject 1o
provisions detesmined by Congress in annual sppropristions acis. USFTO
relles on & workforee of nearly 5,000 patent examiners—altomeys,
engineers, and otver scientific and echnbeal professionals—Ito review and
make decishons on patent applications. The number of these professonats
that USPTO hires, as well &5 the overall size and expesience of the patent
exnmination workforee, affects the number of applications that con be
reviewed in any given year. As part of the review process, patent
examiners ane assigned what is known as o biweeldy “production goal” on
th bisis af thelr position in the agency and the types of patent

"R, an agency within e Drpartmenl of Cossneros, oonsisis of Ui organizations:
s fiof fualierils sal oo fuf trsdesn o, This fvjs forimes of e patesd of ginitstion
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applications they are assigned to review.” Production goals are the number
af specific nctions and decisions that patent examiners must make about
patent applications they review during a 2-oweek perod” Patent
exnminers’ performance (s assessed biweekly on thelr ability 1o meet their
production goals; thelr inability to meet these goals could have an impact
on their compensation and continued employment with the agency.
Howaver, as we noted in 20006, the assumptions underlying the agency's
production goals were established over 30 years ago and have nod sinee
been updated.

Sinee 20, USPTO has implementid & varery of human capital
flexdbilities intended 1o help récriit and retain enough patent examiners
and maintain a workforcs that is sufficient to meet the demand for
patents. These Mexdbilitdes haove included the wse of recruitnient Bonueses,
Law schoal tultion reimbursement, and a casual dress policy. In 2005, in
resparices bo congressional concens about USPTOS efforts to attract and
retain o qualified workforee, we reported that i wis too soon o detemine
the long-term success of USPTO recrultment and retention offorts
becanse, in part, they had been inconsistently sustnined during the limited
timpe they hnd been in effect, and that not all of the planned initiatives had
been implemented.® However, concermes have contimeed becnuse of
Imcreasing patent examiner attritlon, especially among patent examiners
whi hove been ot the sgency for less than 5 years, which is causing the

STV ol s asheond sapyplieations s oor of s eighl L hdgy centers. for v (1)
Wﬁlmw {20 Clwanical and Slaleiials Engisring (7]

(e Architernme, Basruritys (1110 i it %)
m&mﬂ:wﬂm-mwmrﬂmm
Elect o Coominerrs, Crmslruction, Agriciliunn, Masonal Seeurity and Lo annd
Besiesw, (71 Meschamicnd Engineorig, Mamilsciuring, amd Prosbicts, and (85 Designs for
Atk b ooff Wl tire

URETO ks rws Koy pilesbons=s i e ualon spplication geooms o svaluste petent
e’ proforinaen. e oo s e julend susmier’s el sctoh o e s
oo B . Mlrosd sl afrplcations e gt Bt b b kbog when Qi il actics
b e, Ths oot mallesstiones i il (b il s vl ahams b, o0 soil $0 g
Broard of Palegsl Agpeuls sl Interfeavnces.

AL, Intalloctant Propevty: DSPTO Hay Made Progress dn living Esuminers, fmf
Flwillemig 0o Betrmtiven Brwaiin, G L0570 [ Wasldigilon, 110 e |7, JE0)
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workioroe to grow at o slower mte than would be expected given the
numibser of patent examiners the agency has been hiring each year”

I this context, you asked us to determine, for the last & years, (1)
USPT's process for identifying its annunl hifing estimates and the
relationship of ihese hiring estimates to the patent application backiog: (2)
e exctent to which patent examiner hiring has been offset by attrition st
USSP, and what (aciors may contribute o patent examiners” dectsions o
beqve the agency; and (3) the extent 1o which the retention incentives and
Nexibilities USPTO has implemented align with paent examiners’ reasons
for staying with the agency.

To determine USPTO's process for developing annual hifing estimates and
the relationship thess estimates have to the patent application backlog, we
Interdiewed agency officials and reviewed agency documents and reports
by ather aorganizations relating to USPTONS workdores planning process,
mcluding datn the ngency used to identify the number of patent examiners
it planmedd to hire in each of the last 5 fiscal years. We analyzed patent
exnandner and patent application data for the lasd 5 fscal years, ns well as
USPTOs projections of that data through fiscal year 2012 In addition, we
reviewed the Office of Personnagl Management's (OFM) workforoe
planning guidance and intepviewed officials from OFM's Human Capital
Assemsment and Accouniability Framework Cifice to develop criteria to
assess USFTOS workfonee planning process. To determine the extent o
which patent examiner hiring has been offset by sttritlon at USPTO over
the kst 5 years, we analyzed patent examiner workforoe, hirng, and
sanrition datm from this time period. To determine tactors that may
contrbate to patent examiners’ decisions to leave the agency, we
conducted a Web-based survey of o siratified random sampbe of 1,420
USPTO patent examiners. (verall, we recelved an 80 percent respoiss
rale bo our survey. Estimates based on this survey allow us to project our
reslis 1o all patent examiness at USPTO with a 06 percent level of
confidence All percentage estimates included in this report have a 06
pereent confidence interval with plus or minus b percentage points. To

"UEFT i bl oomimisers Wi brcsher of are paomsled out ol the pates
emanamaiion workfones o aoiler oeition wilian e agency in s aiizion couni, i
Bl L It pulimt s-vaminers whas loave the sgmney. This sopo e 1531V
el defimition of sirion i onder i be consishet witl Ui ageney’s rogecion s
i ks vt el (B fore will be iMerent Brom VSIS anirstkn dels ms pepeotiod By il
e o Persiomes] Slanagenwnd, wiich does o maclucks intra-sggemcy Irsssdors or
[eiestieins i el ooff alE B
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Results in Brief

acldress this objective, we had to rely on the views of cumment patent
exnminers because USFTO does not madntain contact informatkon for
patent examiners that hane loft the agency and we coudd not identify any
organizations that mainiain this information for USPTO staff. In sdditon,
wi nterviewed USPTO officials, represematives of the patent examiner
union—the Patent Oifice Professionnl Association (POPA}—and an
afficial from the American Intellectual Propemy Law Association. To
determine the extent o which the retertion incentives and Nexdbilitles
provided by USFTO align with patent examiners” reasons for staying with
thit agendcy, we interviewed USPTO officials abowt the retention incentives
and fexibilities they have used in the past 5 years, reviewed our previous
report an USPTOS recrultment and retention efforts, intervdewed
representatives from POPA and an official from the American Intellectual
Property Law Association 1o obtain their perspectives on factors affecting
patent examiner relention and workload, and used the Web-based survey
deseribed above (o obitain patent examiners’ sews on USPFTO's retention
Imeentives and fexibilities. Specifically, we sought patent examiners’
whiws on the reasons they would choase 10 stay ot the agency. Appendix |
containg n mare dotalled discussion of owr seope nad methodology. We
conducted our work from August 2000 throagh July 2007 in aceordance
with generally nccepted government auditing standanis.

In each of the kst 5 years, USFTO has idenified is snnsal hinng estimates
on the bests of the agency’s funding levels and instinstional capscity 1o
suppor additional staff and not on the existing backlog or the expected
patent application worklosd. Becmese of its increasing worklond refative
1o s existing workforee, over the bast 5 years, USFPTO has had to hire
additional patent examiners each year. The primary factors that
determined DSPTOS annieal hiring estimates during this dme have been
the agency’s annual funding levels and 18 capacity 1o traln and supervise
new patent examiners. About 18 months before the start of the hifing year,
USPTO considers these Bctors to determineg its projected hifng estinates
for thi coming year. During these 18 months, the agency refines these
estinmates on the basis of its most carrent budget and patent examination
workforee data to determine the mumber of patent examiners the agency
camn actually hire. In each of the Lt 5 years, for various reasons, the
mumibser of patent examiness the agency actually hired differed from the
hiring estimate that the agency had originally projected. For example, the
projected hifng estimate for fiscal year 2004 was 76 patent examiners,
bt the agency actually hired 443 becaase of subsequent funding
Bmitations. USFTOs curment process s consistent with workfores
planning strategies endorsed by OFM, though it is p significant dmdation
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from the agency’s previous workfonee planning steategy, which was mone
dirvctly linked to the patent examination workload Owver the lest § yeass
the agency has moved away from its prior strategy becazso i@ realized that
It il mot have the institutional capaciiy to traln and supervise the
relntively large number of new patend examiness it would need 1o hire
anmually to keep pace with the Increasing number of incoming patent
agplications expected each year. Although shifting to its current approach
has enabled USPTO to better match iis hinng estimates to its instiotional
training and supervisory capacity, this approach does mot take into
ROCOUNE how many patent examiners are needed o reduce the backlog of
existing patent applications or address the sxpected inflow of new
applications. Consequently, the patent application backlog has continued
10 inerease, and it i unlikely that (he agency will be able 1o reduce the
backlog simply through Its hiring efforts.

From 2002 theough 3, patent examiner aitrition has continued to
significantly offset USPTO' hiring progress. Although USFTO is hiring as
oy new patent examiners o5 it has the annuoal eapacity to supervise and
tradn, for neardy every two patent exominers it has hived over thi Last §
years ot least one has left the agency. Specifically, USPTO hired 3,672
patent examiners between 2002 and 2006, and 1,643 potent examiners lefi
thit agency during this time, More importantly, of those who left, T
percent had been at LISFTO for less than 5 years. This is a significant loss
o the agency because, according o USPTO officials, new patend
exnainers are primarily resporsible for making the inktinl decisions on
applications, which removes them from the backlog. We found that within
thet agency there is significant disagresment abaut why patent exsminers
are contimdng to lesve. Acoording o USPTO management, patent
examiners lasve primarily for personal reasons—for example, because the
Job s not a good 1t for them or they need 1o relocate because of o Spouse’s
Job. In contrast, patent examiners, and the unkon officials who represent
them, identified unrealistic agency production goals, which were
established 30 years ago, a8 one of the primary reasons patent examiners
may choose (o leave. For example, union officials tobd us that attrition can
primarily be atiributed 10 the nsufficient amount of ime provided 1o
patent examiners bo meet thelr producthon goals. This was supported by
our surviey of patent exansiners, in which 87 percent indicated that the
agency’s production goals were among the primary reasons they would
consider leaving USPTO. Moresover, to meet their production goals, th
majority of patent examiners had to work substantial unpadd overtime in
thr bast 12 moniths, while many others worked while on armual leave
According to ope of our survey respondents, “vacation time means caich
up time.” Such & large percentage of patent examdners working extrm time
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to meet thelr production goals, bs an indication that USPTO production
goals may no longer acourately reflect the time patent examinens need o
review applications. Given the hgh rate of attrithon that may result, in part,
fram such cutdated production goals, we ame recommending that USFTO
uniertake o compretensive evaluation of how it establishes these goals
and revise these goals as appropriate,

The retention incentives and fexibilities thar USFTO has provided over
th Last G years generally align with the primary reascons patent examiners
ilentified for staying al the agency. USPTO management told us that their
mast effective retention efforts huve been those that provide additional
compensatian Lo and an enhanced work environment for patent
examiners. Specifically, USPTO afficials identified the agency's special pay
rales, which can be more than 25 percent above federal salares for
camparable positions: the agency’s bonus structure, which allows patent
examiners to eam varkous cash awands for exceeding production gonls;
and oppartanities for patent examiners to work ether pan-tdme or full-
timm from remsode locations as being the most effective retention mensures
for the agency. For example, in fiscal year 3006, USPTO awarded 4,045
bonuses to patent examiners totaling over #1008 millkon; patent examiners
may recolve up to three different types of bonuses in o fiscal year. That
same year, approcimately 20 percent of patent examiners participated in
the agency's telework program, which allows patent examiners to work
some or &l of thelr ime from an off-site location, and spproximately 10
percent of patent examiners were enrodled in the hoteding program,
through which USPTO provides equipment bo those patent examiners who
are approved 10 work foll-thme from an off-site location, According (o our
survey, most patent examiners generally identified these rypes of retention
imcentives and fexibilities as among the Most iMPOTLANT Feasons 1o stay at
the agency. For example, 58 percent of patent examiners identified salary,
and 49 percent flexible work schedules, as the primary reasons for staying
with the agency.

In its written comments on a draft of our report (reprinted in app. 1T), the
Departmient of Commerce agresd with our findings, conclusions, nnd
recommendation. In addition, the agency provided technlcal comments
that we hive incorporated as appropriate.

Background

‘T obtain a patent, nventors—or more usaally thelr attormeys or agents—
subanit an application 1o USPTO that fully discloses and clearly describes
o or more dstinct iInnovative feaneres of the propased invention and pay
afiling fee to begin the examination process. Fatent examiners eview
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these applications to determine i a patent s warmnted. In making this
determination, patent examiners must meet two specific milestones in the
patent examination process: first pctions and disposals,

= First action. Patent examiners notify applicants about the patentability
of thedr imvention through what is called a first action. After
determining if the nvention is new and wselul, or a new and wsetul
Improvement on an existing process or machine, patentabilicy s
determined through a thorough knvestigntion of information related to
ihe sabject matter of the patent applicalion and already availabie
before the date the application was submitied, called prior art. Prior art
Inclodis, but ks not mited o, pubdications and U5, and intermaticnal
patents.

= Dispasal. Potent exnminers dispose of & pabent application by
determining among other things, if a patent will be granted—called
All0WANCE—OT DM

Patent examiners receive credit, called counts, for each frst action and
disposal, and nre assigned prodisction goals (2lso kmown &8 quotas) on the
basis of the nuimber of production unlis—composed of two counts—uhey
are expected 1o achieve in a 2week perfod. The counts in 8 production
unit may be any combination of Arst actions and disposals,

“The production goals that are used [ measure palent examiner
performance are based an the same assumptions that USPTO established
in the 19705 AL that tme, the agency set production goals in the belief
thint It shoubd take o patent examiner o certain amount of ime 10 review a
patent application and achleve two counts based on thi patent examiner's
experience (ns determined by the patent examiner’s position in the
ageney ) and the type of patent application reviewed. As o mesult, thess
gonls vary depending wpon the patent examiner's position in the federal
povernment’s general schedule (GS) pay scale and the technology center
Im which the patent examiner works" For example, a G5-12 patent
exnminer working on data processing applications |s expected 1o achipve
pwor counts in 316 hours, whereas o G5-12 patent examiner working on
plastic molding applications is expected to do so kn 20,1 hoars, In comrast,
GE-T pate examiners working on these two types of applications are
expected to schieve two counts in 45,1 and 28,7 hours, respectively,

Technology cotters spocialies inspecilic st of sciencoe anil sngisering.
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Patent examiner achievements are reconded biweokly, and, at the end of
eaih fiscnd year, those patent applications that have not been reviewed for
first action are counted as pan of USPTO' inventory of umexamined
applications, stherwise known s the patent applicatbon backiog. In 2002,
wit reponed that the patent application backlog had increased by nearly
250 percent from 1060 to 2001, and that USPTO had projected that the
Imventory wiould increase to berween 393,000 and 512000 in fiscal year
BOHILT In sdelitbon, we reported that the agency had made three
significantly different prediciions abowt the future of the backlog in three
separale reports that were based on different assumptions:

e In s Fisend Yoor S0 Corpornis Mo, in 3000, USPTO projected that
the backlog would iIncrease to almest 1.3 million by the end of fiscal
year 2004

= In USETO%s Pusimess Plan, in 2002, the agency projected that the
Backlog would fnerease to abaut 584,000 through fiscal year 2007,

= Inthe 205 Contury Stratogic Plan, in 2002, USPTO propected that the
backlog woald decrease 1a about 144,000 through fiscal year 2007

Im 20605, we also reported on USPTO'S effons and challenges in attracting
and retaining a qualified patent examination workforce. Specifically, we
reported that USPTO faced human capital challenges Decause, among
ather things, it had not established an effective mechanism for managers
o cammunicate and collaborate with patent examiners, and managers and
patent examiners had differing opinions on the néed to update the
manetary award system that i5 based on sssumptions of the tine it takes
o review a patent application that were established in 1870 We
recommended that USPFTO develop formal strategies to improve
commurdcation and collabomtion among management, patent examiners,
anid the wndom fo esobve key lssues identified in the report, such as the
assumiptions underlying the quota system. In response fo thag
recommendation, USFTO conducted an intemal survey on
cammurdcation, and ks working to develop a communication strategy on

"ELALY, e Pl Prsperty: Jrjforma i v e 175 Dt o Trosfesmar: (ffice’s Peat
el Flatre (perntions, (AC02 007 {Washington, 110 Aug, 21, 2008).

UEPTL s Chvprrmie Pam was stilnisiod with the lseal yoss 5602 bl |SPTON.
Ahuadiens JTir o (B aetoy's st Nevvar siratege (da B s goplaces] by ihe 21sr
Ciemfury Sratngic Mes after anew Devcior decided the Sesimoos fom did mt go tar
vwsiiggh.
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e ——
USPTO's Annual

Hiring Estimates Are
Determined by
Funding and
Institutional Capacity
and Are Unlikely to
Reduce the Patent
Application Backlog

the basis of the results. However, the agency has not addressed the lssues
wir kdentified relating 1o the assumptions underdying the quota system.

Crver the Last § years, as o result of its increasing workload relative to s
existing workforee, USFTO determined that it woubd need to hire
addithonal patent examiness each year. However, the agency identified s
anmial hiring estimates primarily on the basts of svailable funding levels
and its instinational capacity 1o train and supervise new patent examiners,
anid not on the basis of the number of patent examiners needed 10 reduce
the existing backlog or review new patent applications. While the process.
USPTO usess (o identify its annual hiring estimates is consistent with
OFM's workioree planning sirategies and las enabled the agency 1o better
match it hiring estimates bo it instituional capacity, it s unlikely that the
agency will be able to reduce the patent application backlog simply
through its hifng effors.

USPTOs Funding Levels
and Supervisory and
Training Capacity
Determine 1ts Annual
Hiring Estimates

According bo USPTO, during the Enst 5 years, the agency has nsed its
mvailable funding levels and bts capacity to supervise and trdn patend
exnminers ns thie primary factors for [dentifying its projected annual hiring
estimates. Specifically, USPTO beging the process of identifying projected
hiring estimates as part of creating its budget submksskon for the Odflce of
Management ond Budget (OME) 18 months before the stan of the hining
year in onder to meet OMB's budget submission tmeline. As pant of this
process, the agency considens expected fanding bevels and patent
exnminer workforee data thot are svallable st that tkme.” On the basks of
these dota, USFTO next consbders (ts instnstional capacity to superviss
ani train patent examiners. For example, in identifying its fiscal year S02
hiring estimate, USPTO determined that funding svailabiliny woudd limit
tht mrmiber af patent examiners the agency would be able to hire, and
used the number of patent examiners it had hired in the most recent year
a6 i guldde for s projected hiring estimate. However, in fiscal years 2009
throigh 2006, USFTO determined that funding levels would not be a
lmiting factor for hiring, and therefore established its hiring estimates

by cvmmvsnding oo @ sbewlt o0 Uhis repont, USET0 stated hest i wses s polrsd Tirecasting and
inmdbeling jrivscvses b deterinine thae r'n—lmu-lh,—lhnl--mmhmm
isde] s vt by the National S ool Piiblie Aufesdiib B
b v prnaie. Whils we e ko lodgs (el anawumlnmnqwnu
Febrmngg e, v Fromprs] hiad Ehe dbetermimaiion of panjeciod sstimetes was mae on ihe hass.
aof Puenaling levrds smiud (e coguacify Lis sisjrjsart schificanl sl
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primarily based on its institutional capacity to supervise and trmin patent
EXnniners.

In ddebermining its instinstional capacity o supervise and train new patent
exnminers, USPTO conséders a number of factors. For example, the
agency estinabes (s supervisory capacity by determining how many
additbonnl patent examiners can be placed in each of the wechnology
centers. This nember is limited by the number of supervisors svailable in
each center who can sign patent application approvals and repections and
provide on-the-job training for new patent examiners. Although new
patent examiners can review the prior an relating to a patent application,
anly supervisors can authorize & new patent examiner’s decision to
approve oF reject a patent application.™ Therefore, the agency tries 1o
ensure that the patent-cxaminer-to-Superisor rtlo is about | superisor
for every 12 patent examiners; otherwise it coubd result in detays and
mefficlencies in making inltial and final decisions an patent applications.
Similarly, USFTC's training capacity is determined by the number of
patent exnminers the agency believes it can tradn in o year. Before fiscal
year 200, training capacity was determined by how many patent
exnminers could be accommodated in the required training coares
affered by the agency to new patent oxaminers. This training consisted of
2 or Fweek courses that were offered throughout the year and were led
by supervisory patent examiners. The courses could secommodate about
16 patent examiners each, and in fkscal year 2004, neconding o USPTO, the
agency offersd abouat 28 iralning sesstons.

Because USPTO's projected hiring estimates are established on least 16
manihs i advance of the hiring year, USPTO cominues (o refine tem o
reflect changes that might oceur during the 18-month period. For
example, in S00E USPTO established & projected hiring estimate of 750
patent examiners for fscal year 5004 when it created s budget
sulmission for OMB. However, U'SPTO actually hired 443 patent
examiners in fiscal year 2004 because of budget constraints that had to be
corsidered after its ariginal estimates had been developed. Figure 1
shows USFTOs prajected and actual hiring numbers for fiscal years 3002
through 2006,

“We are incbmling bodh stperyisony patest examiners sl prissty exsminos s
iy isars fu e g of s fojeori.
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The reascns for the differences between projected hifing estimates and the
mimbser of patent examiners hired kn fiscal vears 2002 through 5006 were
primiarily relxted 1o funding availability. In fiseal years 2003 and 2004,
according to USPTO, the agency’s appropriations were significantly less
than the agency’s budget roquests. As 3 result, the agency could not
financially suppart the mumiber of new patent examiners it had initinlly
planned o hire. Comversely, in fiscal years 2005 and 2008, USPTO hired
mare patent examiners than originally planned becaese the agency
received greater funding for those years than originally anticipated.

The way in which USFTO identifies anmial patent examiner hiring
estimates is genernlly consistent with workforce planning strategies
endorsed by OFM. OFM has identifbed key elements that agencies shoald
consider when planning to hire adiitional personnel, and OFM officiats
ol ws that these key elements are well recognized throughouat the fiekd of
workforce planning. For example, OFM recommends that agencies
regulary track workforoe trends to ensure updated models for meeting
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organizational needs, base decisions on sowrces of information such as
past workforee data, and include in its workforce planning process a
workforoe analysis systom that identifies cument and futuee losses due o
manrition. We found that in identifying its hiring estimates, USPTO genemlly
applies these principles because it makes decisions on the hasks of trends
In hiring. atirition, and totzl workforoe data from recent years, and
bdentifies current losses due to attriton when (dentitying its annual hiring
estimates and estimates of attrition for the hiring year.

Although consistent with OFPM's workforce strategies, USFTOYS curment
approach B significamly different from the approach that the agency used
prior 1o fscal year 2002, At that time, the number of patent examiners
USPTO wanted 1o hire was based on the numiber of patent applications the
agency expected to recefve in the hidng year, as well a5 on the anticipated
patent application backlog a1 the beginning of the hifdng year. According
o USFTO officinls, since fiscal year 2002, the agency has moved away
from this approach becase it realioed that it could no lnger supérvise
anid tradn enough patent examiners to keep up with the increasing

werkd oo,

Howeever, USPTO recognizes that it needs to inorenss its institutional
capacity to hire more patent examiners, and in this regand is taking steps
o Inerease s training and supervisory capacity. For example, t incresse
s training capacity, USPTO implemented an 8-momnh training progeam in
fiscal yenr 2006 called the Potent Tralning Acsdeny that will provide the
SEENCY & constant anvual tradning capacity of 1,200 new patent examiners
for each of the next & years, USPTO also belbeves that the academy may
Indirectly improve the agency's supervisory capacity becase it will better
prepare new patent examiners to stan work in a technology center, and
therefone ey will need less suparvision amd on-the-job training. USPFTO
plans to monklor new patent examiners after they have graduated from the
acatemy in order (o determine If the agency can further use this approach
10 increase its institutional capacity and, therefore, its future annual hiring
eatimales.

Even with its Incrensed hiring estimates of 1,200 patent examiners each
year for the next 5 years, USPTO's patent application backlog will
continwe to grow, and is expected to increase to over L3 million ot the end
of fsend year 2011, AcconBing to USPTO estimates, even if the ngency
wiere fble o hire 2,000 patent exnminers per year in fiseal year 5007 and
el of the next § years, the backlog would continoe o increase by abaoat
60,000 applications to 653,643 ot the end of fiscal year 2011, The agency
has acknowledged that it cannot hire its way out of the backiog desplie its
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N e N —
Attrition Has Greatly

Offset Hiring over the
Last 5 Years, and
Agency Management
and Patent Examiners
Disagree about the
Reasons for Attrition

recent increnses in hiring, and ks now focused on slowing the growth of
the backlog irstead of reducing it

Although USPTO is hiring os many new patent expminers &s it has the
anmal fapding and instinutional capacity o support, Increasing attritlon
among patent examiners has resalted in the loss of ome poatent examiner
for nearly every two hired over the last & yvears. While agency officials
cited personal reasons for patent examiner aerition, patent examiners

disagresd and cited the agency’s outdated production goals a5 one of the
primary reasans they would chooss (o leave the agency.

Over the Last 5 Years, One
Patent Examiner Has Left
USPTO for Nearly Every
Two Hired

Although USPFTO hired 3,672 patent examiness from ihe beginning of fiscal
year 2002 through fiscal year 206, the patent examination warkforee
ncreased by only 1,044 because 2,028 patent examiners either beft the
agency ar moved 1o other positions. More specifically, during this time,
1643 patent examiners left the agency, and 385 patent examinens weee
either transfemred or promoted out of the position of patent examiner. As
shawn in figure 2, of the 1,643 patent exnminers whao left the ngency,
approximately 70 percent had been st USPTO for less than 5 years, and
nearly 33 percent had been ot USPTO for less than 1 year,"

e prrcentages it lude patenl coumners whio sk of were peomssod i of the
pasteni enansdnation wirkforos, bul resined ol USPTO, sl approsimadely 1
peerenlof fubenl ruamiter albition from facal pear 308 tnagh S0
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Figure 2: Palen Exarinss Aintion by Yeam of Experience, Fiscal Years 2002
Ehrough H004
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‘The attrition of patent examiners who were of the agency for less than 5§
years is a significant loss for USPTO for avarety of reasons. First,
because these less experienced patent cxaminers are primarily responsibe
for making the initial decision on patent applications, which ks the
riggering event that removes applications from the backlog, atirition of
these stafl affects USPTOs ablity o reduce the patent application
backlog. Second, becnrse patent examiners require 4 to 6 years of on-the-
Job experience before they become fully proficient in conducting patent
application reviews, when these saaff beave USFTO the agency loses x5
much s 5 years of tralning investment in them, Third, the cominuos
chuming of 8o many new patent examiners makes the overall workforee
bess experienced. As & result, the more experienced patent examiners who
have the ability to examine more spplications in less tme kave 10 nstesd
devote more of thedr thme to supervising and training the bess experienced
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stafl, therety further reducing the overnll productivity of the agency.
Finally, these workforon losses affect the agency’s supenvisory capacity,
because they reduce the pood of potential supervisory patent examiners
for the future and therefore negatively affect LISFTOS ability to increase
s capacity and ultimately its hiring gonls.

USFTO Management Links
Attrition to Employees”
Personal Reasons, while
Patent Examiners Link [t
to the Agency’s Production
Goals

Wa found that USFTO management and patent examiners disagree
significantly on the reasons for the sitrition that is oocurring o the agency.
Acvarding to USPTO management, personal reasons are the primary
reasons thnl couse patent examiners (o leave the agency.” Some of tiess
reasons include the following:

= The natuge of the work 81 LSPTO does not 0t with the preferred
working stybes of some patent examiners such as those with
engineering degrees who are booking for moee “handson” experences,

= Many patent examiness enter the workdorce directly out of colkege and
are looking (o add USPTO o thelr résumiés and move on (o another job
elsewhere ratler than build o career at the agency, herwise mown &8
the “millennind protlem.”

»  Patent examiners naay choose ts leave the area, a8 opposed 1o choosing
to beave the agency, because thelr spouse transfers o & position
outside of the Washington, DL.C., areag the cost of lving is too high; or
i comgetition ks (oo high for entry into the Washingtan, D00, area
gmidunte and postgraduste programs for those patent examiners who
wondd like 1o pursee kigher education,

USPTO management tobd us that the agency is taking steps (o help address
s bsuacs through effons such as developing a recraltment 1ol to
better asess applicant compatibility with the agency's work environment;
targeting mideareer professionals during the recruitment process; and
considering the coeation of offices located owtside the Washington, DL,
aren that would provide lower cost-of-living aliermatives for employees.

While union oificials ngreed that In some cases personal reasons, such as
the high cost of living in ihe Washington, [.C., area, may bead to stiriton

e derm gty prasors” in ihis e sofors o ihe Bog e remsotn palesd examiners
Tranee b gvmscy praniabend by USFTO) puasragemeent, ws well as tha fog e or maire
slalisiscally Prussins ppovidend by palosd i amiiers i e sarey
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amang patent examiners, thiy belleve that attrition st USPTO can be
prinurily stiributed to the unrealistic production gonls that the agency sets
for patent examiners.” Specifically, wnion officials expladned that the
production goals do not allow adequnte e for patent examiners o do
thelr work, especially in light of the increased scnting and quality
Intiatives implemented by management. They told as that the production
goals have created a “swent shop cubtare” within the agency that requires
patent examiners vo do more in less hme anid has therefore been s
significant contributor 1o patent examiners’ dectsions 1w leave USFTO. To
emphingize this concem, the union joined the Sl Union of the European
Patent Office and other intemational patent examiner organiztions in
April 2007 to sign a letter declaring that the pressures on patent examiners
around the world have reached such a bevel that in the absence of serious
measures, intellectanl progerty worldwide wouald be st risk. The letter
recommenided, amang other things, an increase in the tme patent
exnminers have to review patent applications.

According to oar survey of patént examiners, 67 percent, regardleses of
their tenre with the agency, agree with anion officials that the agency's
production goals pre nmong the primary reasans they would consider
beaving USFTO. Moreover, we estimated that 82 percent of patent
exnminers are very dissatisfled or generally dissatisfied with the time
adlotbed by LISFTO o schbeve thedr production goals. According bo oar
survey, G0 percent of patent examiness are also very dissatisfied or
genernlly dissatisfled with the way in which the agency’s production goals
ae caleulsted, and 3 number of respondents noted that the production
goals are cutdated, have not changed in 30 yeors, and some technologhes
for which they evaluste applications had notl even been discoversd a1 the
time the agency’s production goals were se. When asked for suggestions
an how 1o improve the production system, 59 percent of patent examiners
felt that the system needs 1o be reevalunted, including altering the
production goals to allow more tme for patent examiness to conduct their
rEViEws,

Nmdnn asfTctals abss ddentifiend & ool dectsbon by USTTU sransgienssd b trsck when
paenl viaitsieers ofil e aied bowtoe the Biiilding o atetlet P @by i cosmines
sl o Bawirses o b ihe gy | mioms ofBeials docline] o rank e et ey
bl pualend e mminers loave USITUL, paeforring instos] thet we pely on palent oxamiser
sispviry resailis
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USPTO employees who participated in CPFM's 20060 Federal Huoman Capliad
Survey reported similar results. " Specifically, 88 percent of the
respopdents, comprising both patent examiners and
manageriabsupervisory employees, reported that they believe the work
thiry dio is imponant.” However, respondents were slmost evenly split on
whether thelr workload was ressonable, with 41 percent considering their
workioad reasonable and 40 percent conskdering it unreasonable,

We and others have noted in the past that the assumptions the agency uses
o caleulate patent examiner production goals were estabilished in the
1670 and have not since been adjusted 10 relect changes in schence and
technology. Moreover, the agency wses these production goals 1o establish
its overall performance goals, such as the number of firsg actions o be
completed in a given year.” However, the agency has missed its
projections for frst actbons completed in 4 of thi 1ast § years, a5 shown in
figure 3, which further suggests that these goals may be unrealistic.

“YAPAT s Poseral Hamsn Capital Survey s tool that iy [aepoepitions of
wltsri b, andd do whad eciosd, conditions Pl cleracierian secocvsalil srgandcations are
prenactil i e i,

" "SETTH v st Beivi o Ut Froadewal Bl Cagellal Siirved? inciobod esngboyoos G bth
e it ot ganlistioon, Wi iccoiins fof alost 76 potoent of (e ageiey's s oo, al
il Eraebeommark crgmdetion.

FUSFTO pevdicin Rl st byt plying e sy off patend sxaminers i e
wrmklirey by pnah s gk
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examinérs who worked unpaid overtime increased with the length of
tenure they had with the agency. We estininted that while 48 percent of
patent examiners whao had been ot USPTO from 2 1o 12 months had to
work unpakl overtime to meet their production goals; T8 percent of patent
exnminers with over 5 years’ experience at the agency had to put in unpoid
overtimee. In sddition, we estimnated that 42 percent of patent examinens
haid to work to meet production goals while on paid annual leave daring
thet past year. The percentage of patent examiners working while on pakd
beave also was significantly higher for those with 2 longer tenure ot the
agency. We estimnted that 18 percent of patent examiness who had been
mt USPTO from 2 1o 12 months worked 1o meet their production goals
while on pakd leave, and B percent of patent examiners with over & years”
experience st the agency had 1o work to meet production goals while on
annual leave, As one respondent v our survey explained, “Vacation time
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L
Retention Incentives

and Flexibilities
Provided over the
Last 5 Years Generally
Align with the
Primary Reasons
Patent Examiners
Identified for Staying
at USPTO

meang catch up time.” Another respondent summed op the situation as
follows: *1 know that the production goals are sot to keep us motivated in
arder to help got over the backlog bt if p majority of examiners canmot
meet those goals without relying on unpaid overtime or anmual leave then
something ks wrong with the system.” We estimated that becanse of the
At of unpald cvertime that they hove to put into meeting their
production goals, 69 percent of patent examiners consbder It ane of the
primary reasons they would choose o leave USFTO, and 37 percent
dentified the amount of tme they misst work during pabd leave to meet
their production goals among the primary reasons they would lesve the
AgEnCY.

This extensive amount of unpald cvertime does pol appear 1o be a concem
1o USPTO management, even though the agency has not béen able to meet
its productivity goals for the kst 4 years. When we qoetied USPTO
management about the agency™s policy reganding patent examiners
wirkdng unpadd overtime to meet thelr production goals, the Deputy
Comumissioner for Patend Dperntions tobd us, “As with many professionnls
wha pccasionally renuin ot work longer to make up for tine dering the
day spent chatting or becaase they were less productive than intended,
exnaniners may stay at the office (or pemote location) longer than thelr
scheduled tour of duty o work.”

From 2002 vo 2006, USPTO offered & number of different retentlon
Imcentives and fexibilithes in three muain areas to improve the retention of
patent examiners, as shown in table 1.7

FURALE nepsriend oon oy practins for effiective e of Remn capilal Bexihiliies i GAO,
Human Ciapitat fertive e of Fleribilinios U Assist Ageneies in Masaging Thetr
Wasrfiorres, (G ACH00-2 { Worndsingliot, 110 - Do 8, 002
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I ———————
Table 1: Retention Incentives and Flexibilites Provided by USPTO by Calegosy, and Ciher Retention Efforts, Fascal Years
2002 theowegh 2008

Catagary Retention incentive, Nexibility, or ather

Compensaton # Pedormarce boruses

+  Flebin spanding accourts that aliow palen examiners 1o sel aside funds for
dxpaniad related 1o healh cars and cans lor depandanta
& Law school Sufion reimbursamant peogram”
. i fan 1o S 1l per iwnl
s Rascnaiment bonuses of up 1o 53900
v Specal pay 1me’
& Transd subesdy peogmm
Erfanced work arwonmant s Coasunl dreas policy
o Fleatin wirk schadubs, nchuding ha ATy £ schaduls hours off guring (e day
+ inpsoved manag ; ques (8., evwen hall maetings, colnn
+ Hocoml haalih sCisanngs al an on-as health ced Stalled wih § tegeaisled nirse and

D lime physicisn

= Oneshe chid core And faness canism

s Cremtion ol a 13 Srganihe | il gzl othvitsd, sich as

and Habi party
»  Work ol horma oppodiuniies
Dthar retantion alfons s Addsanal rsning for gers. such Bl leahans &0 b * | e Sl

teechnical raining fof palen skmines

L] Fﬁhﬂl%&mh%mhmmwwm
i L s

* A Sufvey ghvien 55 polantal spplensts during e Iecruling process 1o Ber dksess
applican compashiiey with the USPTO work srwvironemant

T el e of LT bt
UEFTD prowded B larw schocd Relion program ks 2 yesns bebwsen lscal year SO0 and 2006
“Ths sfebeial puy Fie i BpecwE i 2008 Sl vl il S8 N Jafley 2007,

According to USPTO mansgement officials, the three most effective
retention incentives and Nexibilities that they have offered are the special
pay rates, the bonas structure, and opporunities o work from remote
locations

= Specinl pay rae. In November 2006, USPTO received approval for an
mcross-the-board special pay mie for patent examiners that can be
maee than 25 percent above federal salaries for comparabile positions.
For example, in 2007, a petent examiner at USPTO eaming $47.610
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woildd earm 37,640 in a similar position a1 another federal agency in
the Washington, D.C., area.

= Bonus structure. The agency awarnds bonuses at the end of each fiscal
yoear fo patent examiners who exceed thelr production goals by at lesst
10 percent. For example, according to USPTO, 60 percent of eligible
patent examiners who exceeded production goals by 10 percent or
mare pecelved o bonus i fiscal year 2006 As table 2 shows, USPFTO
awarded 4,645 bonuses totaling over $10.6 million to patent examiners
in fiscal year 2006.%

+ Oipportunities to work from remote locations. In fiscal year 2000,
approximately 20 percent of patent examiners participated in the
agency’s tedework progrm, which allows patent examiners o conduct
same or all of their work away from their aificial duty station | or moare
days per week. In addition, when USPTO began a hotefing progeam in
fkscal year 2006, approximately 10 percent of patent examiners
participated in the progrm, which allows some patent examiners 1o
work from an altemative location ™

T T L e O . A PO Wl W W T Ly
Table 2- Humber of B anl Bonus A USPTO Awarded, and Hamber of
Patent Examiners Participating in ik Telework Progeam in Fiscal Years 2002
Ehrough 2006

003 003 04 F00S  H00d
Number ol bonuses” AETT 4839 S015  ASET 4548
Bonus amouri [dollars n 103 SI06 105 508 508
rrillcna)

Patent examerens in bebawork Hot applicabls’ BO0 345 blLE Eoc
Program

SmsnE LRFIE

Up i B ypaie ] Bt iy Do dnitrciad 1 £ Pl dousrminat i i Bacal e, o of which
Pridry B e B [ Bl il

U TD ch ot ot ek piogeam i scal year 2000

T vy il b e D of Dm0 et paletil cxmmines i Mscal yoss.
Fabent e s qualify for hoteling are assiged USETO competer hardwss and

s ok swssd e prormsarenl offiee space bul shane sqoace whion i s recessary for Bweem o
e bty e RFTO anlThows.
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According to the results of our survey, patent examiners generally
dentified compensation-related retention incentives and USPTO" efforts
to enhance the work environment as among the nwst important reasons
for staying with the agency. (See app. [1 for more detalbed informistion on
the questions included in and the resulis of our survey.) Specifically, as
table 3 shows, patent examiners mnked carrent iotal pay, flexible work
schedules, the hoteling program, and federal benefits g5 among the
primary reasans they would choose io stay at USFTC. Similardy, 51 and 87
percent of the USFTO employess who pambcipated in OFM's 2006 Federal
Human Capital Survey reported that they were satisfied with their pay and
alternative work schedules, respectively.

I —
Table 3: Pates Exarmineds’ Views on Compeneation-Related and Enhanced Work Envirenmant Iscentives and Flexibilities in
Impariance

Decramting Drdar af
Entmated of saamuners who
these incentives and Nexibilities as
USPTO incentives and fleaibditios cHared 1o patent sxaminers mmasana 1o sty with the sgency
Cument tota! pay (escuding banefts| 2]
The masabiy ol the Nevibis work schedule program [T
Tha mvasabiry ol & Fetabng plogiam 38
Cuirsnt ledeial Banalis 30
Tha availabiy of a teleworking proge 17
The recent mplamentation of a specal pay mis noreass 1\
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Conelusion

Desplte its efforts to hire an increasing number of patent examiners
anmually and implement o nomber of retentbon incentives and Aexibilities
over the Inst & years, USPTO has had lmited success in retaining now
patent examiners. While many of the measures implemented generally
align with the primary reasons that patent examiners would stay with the
agency, these effons have not been enough to prevent the agency from
bosing one patent examiner for nearly every two that it has hired, and
especially troubling is the high loss of paent examiners who have been
with the agency for l&ss than § years. Although USPFTO management does
nol agres, the ool of this high level of atrition appears o be the siness
resuliing from the agency’s outdated production goals. To mest the
agency’s production goals, most patent examiners, reganiless of their
egare with thi agency, have had o work anpaid overtime or work durfng
paid leave dme, and therefore consider this 1o be a primary reason for
leaving USPTO. Because the production goals appear to be underminkng
USPTOs efforts to hire and retain a highly qualified workforee, wie belime
it agendy will continwe bo be limited in its ability to meet the increasing
demand for U5, patents and rechace the growth of the patent application
backlog, and ultimately may be unable to fulfill its mission of ensuring U5
campetitieness.

Recumm;mlatiun for
Executive Action

1 —
Agency Comments

and Our Evaluation

W recommend that the Secretary of Commerce direct the Under
Secretary of Commerce for Intellectunl Propemy and DNrector of the U5
Patent and Trademark Office 1o undertake & comprebensive svaluation of
the assumptions that the agency uses to estzblish patent examiner
prodiction goals and revise thise assumptions a5 appropriate

We provided a draft of this report to the Department of Commerce and
USPTO for review and comment. In its comments, the Department of
Commerce agreed with our findings, conclusions, and recommendation
and agreed that the agency's hifing effors are not sufficient to reduce the
patent application backlog. In light of this issue, the Department of
Coammieroe stated that USPTO ks implementing various inftiathves designed
to inerease the productivity of the agency that will result in a more
efficient and focused patent examination process. Once USPTO
ditermines the effect of these initintives on patent examiner productivity,
it will reevalunte the ssumplions used to establish patent examiner
production goals. The agency also provided technbeal commments that we
b incarpornted as appropriate. The Department of Commerce’s better
s included in appendix 1
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As agreed with your office, unless you publicly announce the contents of
this repart earbier, we plan no further distribwtion until 30 days from the
repart date. At that time, we will send copbes to interested congressional
committess anid Members of Congress amd the Secretary of Commerce. We
also will make copies avallable o others upon request. [n addition, the
repeort will be svaklable st no charge on the GAD Web site xt
httpwww gao gov.

18 o o your staff have questions about this report, please contsct me #
(202) BEZ-3841 or minalnigso gov. Contact polnts for our Offices of
Congressional Retatlons and Public Affsirs may be found on the last page
of this regort. GAC St whao made key contribulions 1o this repart are
Bsted in appendix IV.

Sincerely yours,

At Mot

Ms. Anu K Mittal
[hrector, Natwrnl Resources
and Environment
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Appendix I: Objectives, Scope, and

Methodology

To determine the LS. Patent and Trodemark's (LSFTO) process for
developing annual hiring estimates and the relationship these estimates
huvee to the patent application backlog, we analyzed patent examiner data
that USFTO exiracts from the Natienal Finance Center, and patent
agplication datn from the agency’s Patent Application Locating and
Monltoring {PALM) system," from fkscal years 2002 through 20068, and
projections of that data through fiscal year 2002, Specifically, these dxta
Inclsded setal end of fseal year numbers from 2002 through 2006 and
estimates from fiscal years 2002 through 2012 for patent examination
workforoe, patent examiners hired, patent examiners lost (o attrition, first
actions, received patent applications, and the patent application backlog.
USPTO provided the majority of these data to us in e form of USFTO'S
fiscal years 3002 through 2008 Budgel Requests of the President of the
United States. The budget requests for Ascal years 2000 through 2006
contained the hiring estimates for each of those years as well as those
projected for an additional 4 years, and the actual number of patent
examiners hired for fiscal years 2002 and 2003." USPTO provided the
remaining estimates in an interdow, and the remaining sctual munbers
hired by extructing that inf ian from the Mational Finance Center into
Excel documents.

Wi assessed the rellability of the patent examiner datn USPTO extracted
fram the National Finance Center and the agency's PALM system and
determined that they were acceptable for our purposes. We assessed the
rellability of patent exsminer data by comparing the dats to patent
exnminer data in the Central Perscnnel Data File, To assess the reliability
of the PALM system, we interviewed the Acting Director of the Cifice of
Patent Audil and Evaluation. We also inerviewed USPTO'S Administeator
af the Office of Patent Resources Administration o gain an understanding
of the process through which USPTO identifies hifdng estimares and the
robe of the Backlog i that process. In addition, we reviewed reports by
other organizations, such as the National Academy of Pulilic
Administration, relating v USPTO' waorkforee planning process. We

" PALAE is s intesrmaal 1SE7TUb s fhad o i corrend paiesd application stabos
infrmation.

TSP olffiefonds. eepladnend Bl e ngeey dowm sl s gailod examineg dila on siie, bl
Pelies o seevma 1 e Nartlonal Finssee Cemler b obisin Sl infommation whe pecesary.

“vrartiing B USETTUY, thee el wosquirrrmests for (e Dasdgel Fropiesds com changs and
WS proviches e respaiersd et Lo (ke CFfoe af Slanagermend andd Tudged soonedingy. As
i rrwal, st ol o e e s pesle] W dalede in these Ssciineils
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reviewed the CHfloe of Personnel Management's (OFM) workdoroe
planning guidance and interviewed officials from OFM's Human Capltal
Assemsmient and Accountability Framework Office to divelop criteria to
mssess USFTON workfonce planning process. We compared USPTO's
process for developing annual hinng estimates to OFM's workfonee
planning strategies and other best practice information we recelved from
OFM's Human Capital Assessment and Accouniability Framework Office
In order vo determine if USPTO' process for kdentifving snmal hiring
estimates was conststent with OPM's recommended workforee planning
sirilegies.

To determine the extent 1o which hifing patent examiners has been offset
by attritian at USPTO over the bist 5 years, we analyzed patent examiner
workforee, hiring, and attrition data from this tme period as described
abeve. In addition, USPTO provided atrition data by years of experiénce
for each of those years in separate documents derived from the National
Finance Center, Specifically, we compared the total number of patent
exnmindrs hired in each of the Last 5 years to the total workforos growth
anid th todal patent examiner aterition in that ime. To determine the
fnctors that may contribute to patent examiners’ decisions to leave the
agency, we conducted a Web-based survey of a stratified mndom saniple
af 1,420 curment patent examiners.' To nddress thes objective, we had to
rely on the views of current patent examiners becawse USFTO does not
madniain contact informatbon for patent examiners that have left the
agency, and we could not identily any organizatiors that maintakn this
Imformation for USPTO staff. Through the survey instrument, we gathered
patent examiners’ views on satistacthon with vorious sspects of working ot
USFT, the tme worked to meet production goals, and reasons they
would choose (o sty with or leave the agency. In addition, we asked for
thelr views on ways (o improve the production system.

“The target populaton for our sample consists of patent examiners wha
wire employed by USPTO as aof November 22, 2006, and were seill
employed as of the survey closing date, February 28, 2007, We selected

Wil o e syl sepervisery il cuaiismers, we dil nid inclide el freguises
i oot il s smiinales Bevaipse: woe deteriimesd SiFing e courses of o reveew i
iy el s overy dalfigeas fanctson than nonsnpervisory patosd cxamines
Usmpsrepmenily ssporiisory jutenl oxaninens e et psb-reltod moneerns ail
ihifferrnl Fravsis i iy juileil ford o el sty with oo leave
UBPTUL P ik gl Bacipses o why stall perfomning G abel oxaimss=r fusiion
m—mhw.wlmlmh'mﬂrwmﬂmmw
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our sample from a study population composed of all USPTO patent
exnaminers as of November 22, 2004, and we asked agency officials to
provide the names, e-munil addresses, and length of dme at USFTO for
patent examiners ot the agency on that dste. Patent examiners who were
hired after Movembser 22, 2006, are not represented in oar sample,
Similarly, patent examiners whao left or retired from the agency between
Nowemibser 22, 2004, and February 38, 2007, might be sampled but would
nist be A pant of our target populsion (and therefore are considened oat of
the seope of our survey). From that Bst, we selected a random sample of
patent examiners,’ stratified by the length of tme they would have been ot
thi agency ol the beginning of the survey period in late January 2007 Our
sample consisted of 1420 patent examiners, and we obtained complete
survey responses from 1,129 of them, for an overall response rate of about
80 peercent. Table 4 summarizes population size, sample size, and
disposition of sample cases for each of these strala.

Tabis 4: 5 ¥ 68 Patern Enarmesed Popalation and Survey Sarmple by Shatem
Tt al Resporss

Stratum’ Popal Barrple Respondents scope’ rale

1. Patont sxaminars:

2-12 months 1007 430 32 o 80%

"2 Patont sxaminors:

1-5 yoars 1508 480 388 o 80%

mun-ﬁ-n:

Sy yoars 234 BI0 a02 ) 0%

Total g8 1420 [KE:) ] BO0%

em—yy
1wnmmu-gnm.-mlu#-m-h-nmn—

L
= b cutsicle T birged populaiion for mascna such as Ty
parcrmad a luncton e han palend acsmiration of thay had sncs el @ sgercy.

All samiple surveys ane subject to sampling error—that is, e extent o
which the survey results differ from whnat would have been obtained i ihe
whobe popualation had been observed. Each patent examiner in the study
population has a known nonzero probability of being selected, and the

Wi heflmn] prkemd ity o e syosfostrable Tk evientig atility, plang, mme rrisie
(LR pasbend apsplicabions.
For exmiigde, o porssom newly hived ai tee tinee e popailason s was crested i

vy S0 womdl have been ai e agency 2 mondls by i Lauary 2007, Thas is why
e suortisl litreany slglayand i Labder | i 2 et
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data for each respondent are appropriately weighted to sccount
statistically for all patent examiners in that stratum, including those that
wore not selected, Because we followed a probability procedure based on
random selections, our ssmple ks only one of 8 large number of samples
that we might have drawn. Since each sample could have provided
different estimates, we expressed our confidence in the precision of our
panicular sample’s resulis as 2 00 percent confidence interval, This ks the
imterval that would contain the actual population valse for 85 percent of
the samples we coubd have drawn, As o resull, we are 6 percent
confident that each of the confidence intervals based on the survey
inelisdes the true values in the sample population. Estimates based on this
survey allow us to project our resulis o all patent examiners at USPTO
with a 05 percent bevel of confidence. All percentage estimates in this
repon have a 85 percent confidence interval within plus or minus 5
percentage paints of the estimate itsell. For example, our survey
estimates that 42 percent of patent examiners worked while on annual
beivve dluring b post year, and we are 95 percent confident that the actual
proportion of patent examiners working whilie on lemee duaring this period
B within 5 percentage points of 42, Le., between 37 and 47 percent. All
reparted comparisans of patent examines groups for a pasticular survey
question are statistically significant with a probability of 005,

Iy pddition o the reported sampling errors, &s previously indcated, the
practical difficulties of conducting any survey may introduce smors,
commonly referred v as nonsampling ermors. For examiple, differences in
how & particular questbon s inerpreted, the information sources svaklable
o respondents, or the types of sample members who do not respond can
Intradisce upwanted varability into the survey resulls. Owr estimation
methid assumes that noneespondents are missing a random. 1§
characteristics of respondents are different from thise of nonrespondents
o by Bems, it could introdiwee o bias ot aocounted for in oar analysis.
We took extensive steps in questionnaire development, data collection,
and fve editing and analysis of the survey data to minimize ponsampling
errors. For example, the survey was developed by a GAD survey specialist
In conjunction with subject matter wxpérts, and then reviewsd by a secamd
imdependent survey specialist. In addition, we pretested the survey with
patent examiners. During these pretests, we asked the paten examinens
o complete the survey a5 they would when they received it We then
mtendewed thi respandents 10 ensure that (1) the questions were clear
anid unambigaons, (2) the terms wsed were precise, (3) the survey did not
place an uvibue barden on the patent examiners compdeting i, and (4) the
surviey was indopendent and unbipsed. We also provided a copy of the
survey to USPTO officials and represeniatives from the patent examiner
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unlon—the Patent Cifloe Professional Association (POPA}—to gain their
thoughts on the four previowsly mentioned criterin. On the basis of the
fevdback from the pretests and our discussions with agency officials and
andon represeniatives, we revised the questlons, as agpropriste,

Additionally, the statistical programs that produced our survey estimates,
Imcluding estimates of categories derived from coment analysis, were
reviewed by & second independent programmer 10 ensure sceuracy in ihe
logic and symtax of the program. Finally, 10 ensure security and data
integrity, we provided ol paricipants with & user name and a perscnal
password that allowed them 1o sccess and complets the survey. No one
s could acoess that survey of edities data. To reduce survey
DONTespOnse, Wi Sent oul emadl reminder missages i encourage ten i
complete the survey. We activated the survey and informed respondents
of ts availability on January 25, 2007, and allowesd respondents socess (o
thit survey tuough Febniary 28, 2007.

We conducted a computer-enabled cantent analysis to anatyze o key open-
enidedd survey question soliciting respondents” suggestions for
mprovements to the production system. Two reviewers collaboratively
developed content categories based on servey responses, and then

reganding the coding of responses into comtent categories were found, all
disagreemems were resolved through reviewer discussion. Ultimately,
there was 10 percent agreement between the reviewers,

In ncddition o the survey mentioned above, we spoke with USPFTO
afficials, representatives irom POPA, and an official from the American
Intellectual Property Law Assoctalion, a natlonal bar association of
Iawyers invobved in fields of law affecting intellectual property, to gain
their perspectives on why patent examiners leave the agency.

Tao determine the extent 1o which the retention incentives and Dexibilides
that USPTO provides align with patent examiners’ reasons for staying with
the agency, we spoke with USPTO officials, union representatives, and an
afficial from the American Intellectual Property Law Associntion o gain
thitlr perspectives on the effectivensss of te retention incentives and
Nexibilities nt USFTO. We plso anabyzed USPTO policies and information
reganding the agency’s retention incentives and Aexibilities. In addition,
wit s the Wieb-Dosed sunvey deseribed above 1o obtain patent
exnminers’ views on the reasons they woubid choose to stay at the agency.
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We conducted our work from August 2004 through July 2007 in
aceordance with genemlly nccepted government auwditing standands,
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Appendix II: Selected Survey Results

The following tables contain summiary results of selected questions from
our survey of patent examiners at USFTO. For each question repontied
below, the estimated percentage Is presented. Al percentage estimates
have a 95 percent confidence interval within plus or minas § percentage
podnits of thie estimate iself. These tables do not include summnry-
estimate data for the demographic questions and do not inchode the resulis
from any open-ended questbons.

Q. Owver the past 12 months, on mverage, sbout how mush
larary LE ] i have you worked pat biwesk ta moeel your
production goal?

Musnbser of howns
Fgsn phia | B
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B LA ey
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Rewalln

10 How impartasd, if at all, are each of the lellowing tsctors as reasona for you fo stay with USPTO?
Wary imporant or impartant maskon ko day

Reasan

& Your cument intsl pay (euchisling benafits)

b Wosar cura Sedemal Bonafin

& The avnilsbiliny of sssetary awanls

& The rovom merbermentatiom of & speceal par faf e

= The caliber of your curem superiwon

T The cwiend in which nesoerces. mch sx msmiors. any svailsbic in snewer voer geostions

i Wosr opp o caronr wdy

ke Vouar alslty w be promoted o e nex) G5 hevel

i The enieonl ks which s joh fils your woik sk le

15
:ﬁ%‘tﬂl!#:‘.ﬁ i

3 Your produstion goals

b Thg mremans oof il bomve thaat vou sl wss w0 mayt peodosnon goals

| Tha amarimi of velumary wncompansssd o19mm thal v muss wiak 0 mi podesion gosls

. The sstiont of seview of your work (e, Tof quabity putposes)

n Activitics efferod by the Wish-Lile Cs {e g, 4 om 4 bacikeiball I o Aoilasbic Ty, bull HOT schvites
tiim by e PTTR Seociety or viur Technology asd'or Am Cemer)

. The vailabadsty of th law schood tion prgram

1 Tha srailshality of a hoicling program {1 , the epportansy, fm euamsers 1o wir, fell-ime Srom am ofl-sils bcatam)

g The svwlabdiiy of o iekrwnrking pregrem g, e opportusity for exsminorn o work wess hows Bom en ofT-sis kcason)

v The wvailalaliny of the Dewibe wirk sehedile progras

u. The avadahilaty of flesible sposdmg sconmts (3 ¢ . e peogtar thal allkeas yom 1o pay (o elgible nul-ol-pock et healsh care
abed depuershend gare on pastaey with piciay Jollats b

L The avmbablity oof n el subskly program

u The svmlabslety of an po-uic healih imil

v. The sl drm poticy

w, The symabslity of en-uis child cang

& Adoras W s dreaiie Tiimes oeter

v Db Please apsialy bafow

HEEEEECREEER
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Rewalln

@10k, Mow imporiant, if o1 a8, are each of the following Taciors as reasons for you o keave USPTO?
Wary imporant or impartant makon o leave

Reasan

i

& Your cument intsl pay (euchisling benafits)

b Wosar cura Sedemal Bonafin

& The avnilsbiliny of sssetary awanls

& The rovom merbermentatiom of & speceal par faf e

= The caliber of your curem superiwon

T The cwiend in which nesoerces. mch sx msmiors. any svailsbic in snewer voer geostions

i Wosr opp o caronr wdy

ke Vouar alslty w be promoted o e nex) G5 hevel

i The enieonl ks which s joh fils your woik sk le

3 Your produstion goals

b Thg mremans oof il bomve thaat vou sl wss w0 mayt peodosnon goals

| Tha amarimi of velumary wncompansssd o19mm thal v muss wiak 0 mi podesion gosls

. The sstiont of seview of your work (e, Tof quabity putposes)

n Activitics efferod by the Wish-Lile Cs {e g, 4 om 4 bacikeiball I o Aoilasbic Ty, bull HOT schvites
tiim by e PTTR Seociety or viur Technology asd'or Am Cemer)

. The vailabadsty of th law schood tion prgram

1 Tha srailshality of a hoicling program {1 , the epportansy, fm euamsers 1o wir, fell-ime Srom am ofl-sils bcatam)

g The svwlabdiiy of o iekrwnrking pregrem g, e opportusity for exsminorn o work wess hows Bom en ofT-sis kcason)

v The wvailalaliny of the Dewibe wirk sehedile progras

u. The avadahilaty of flesible sposdmg sconmts (3 ¢ . e peogtar thal allkeas yom 1o pay (o elgible nul-ol-pock et healsh care
abed depuershend gare on pastaey with piciay Jollats b

L The avmbablity oof n el subskly program

u The svmlabslety of an po-uic healih imil

v. The sl drm poticy

w, The symabslity of en-uis child cang

& Adoras W s dreaiie Tiimes oeter

v Db Please apsialy bafow
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Rewalln

@11, Looking at the list of reasons in question 10,

Reasan

& Yoo ewtrent total pay (evelinding berelitn)

b, Vour curird Fodeal benelity

= The svmilability 1l mrmetary awants

& The sooent implernriaios of w specad pay raie incresss

& The saliber off your curnend sugervison

I The exiend in which resownces, ssch i momlors, are avmlable I snvwer 3o jeolions

5 Youl o ilien o caveer il

b Veur abshiy i b prometcd o S o 6% el

1 The eniemi o which ihas oh fils vour work siyiis

§ Your productssn gesls

L Thee mersemar oof patinl b fhsad ol il e s et peodhuction goals

I The arratumi of velustary sscomgenmed aremine tul yvom must sk i med prodection gosls

m [t ssmscmard ol rovarm ol i w1 £, Tor quealey, pusrpersen)

n Achivibes offered by the Work-Life Commition (o g . 4 o 4 baoketbal] lswmamen, inp io Aflssiig Oy, buil NOT sct v
run by the IFT0 Soricty or vour Tochnology andor Art Cener)

@ The vailahiity of the law schocd haton pregram

2 Ele

P The wvailabshity of & hoieling program e the spgortensy e examser o wink Pall-fime v s ofT-sile logatwn)

. The availabsdiny of o iebeworking progiam e, The oppomumity for evssintes 10 work some hours Som s ofl-sile looation)

|

i The availabahity of the Beable wink schalule prograsi

% The avmlahility of flewible spendmg sceousty (1 5., e program tha) siikows yoms 4 pa fon ehgi bl seul-poc et heatsh can
and dependent care expesses with gretan doflan)

| The avmbability of a bram subsidy program

u The availabslety of an on-ule bealih uil

v That msaal drpss polay

i, That symdabslity of edi-sne ohill caes

. fpors B w6 on-arke fiinow coslcr
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Q12 Looking at the list of reasons in question 10,
USPTOR

Exlimated
Reasan peicaniage
2. Yo corrond okl pay (eveluding benafitsf 18
b Vomar guvir fedem] benafits L]
o The gvmilablity of moseisry awands []
T e — 1
= e caliher of your currend superiisan iE]
T The evien in which nesosrces, ssch s meniors. are svaslable 0 s vosr guostions B
i Vosar o o caeet il 15
b Vot abslivy w0 be poomled b e e 65 el B
i The cuicml ke whach thas ok it o sk ahyle (kK
T Yuur producton gads o
b Thee menesans ool paid lwmon thaat you el wse B meivt feodunis goals ar
1. The aivatmi of velumtary sonmipemsated ooemine dl vis misl Witk 5 mee podstio goah (1]
. The semosinl of evierm of vour work (e Tof qualiy purpees) 2]
w Ativilies eflered by the Wk Life 1§ 4 0m 4 baketbal] inp o Aflasiic Ly, bt MOIE sctindiees
s by b PTOD Sty of yoist Techandopy asd'or An Center) 1
o The arailabsbity of the law schod Iwton program 1
P The sailahdity of & hlcling program i< , the upp e 10 wsrk, Ball-time from an off-ulc locaton| 2
§ Tha wvailabadivy of o iebrworking program (ve . B opporiusiny for oo i work s hows from s sl koston) 1
1. Thee wvailabality of the Baesible wirk sehedube progrsi 2
v The avarlabulety of fiesibie spoadeg svcomia (e , e program that sl 1 o gy lie cgibe vi-ol-poeiot boalth cuc
ared dapeerahind cara oy pasass weth paesay dodlars b a
| The avambabality of a tramil wibnedy program []
. The mvmlabalety of an un-ule healih unil L]
v The camaal drra prates 1
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Appendix III: Comments from the
Department of Commerce

‘\‘

() ez e

At 13, 2007

Ml Anm K. Sk

Dhrectin, “atuial Resomsioes sl 1 et
U5 Chvvpmemsens Accoumstality Odfice

&1 0 S, W

Wahingron, 0T, 2008

Ehar s, Mzl

Thank jrou Roi the o A bility Difice
Lmua.nwm-um-mt Hr-wﬂ!wnbr [p -y
Patesr Applicarios Barkle

Tha Dhepartmani of Commercs (300 and the United Sistes Paters and Trademark Orffioe
UAFTOY) ppprecians the effor yoor siaf¥ made in reviewsng the USFTCs snsual hiring
Ealimains, Rt exzmingT sErdion, and engoing reemton cffert

Ther report i good miscuiment of the progress the LSPTO i making in fisdng hetier
warys 1o bipe, brain, and retiis ouf paler cxaminens. We agree with the ropon's fimdig that
Hiriag cffort are ol lFacionl 1 redwce (e pavenl applicstion hacklng. Whils hiriag b o critical
compoecr ol e LISPTONs phan, Under Secrmany Dradas has stated that hiring alens i simply
ol enough b Leep pace with the groweh of peteml applicstiont. The LISFTO"s Strategie Flan
Pelcen this yeur places 8 wrong prephanis on increaiing productivity in te USPTO and in
pancnt. sy shemms Lvarghoun the workd by boveraging the worl tht s Being dos in odher oo,
mwmlmﬂr_mpﬁwhuwmmmmh
joa. O imirest are:

& Claiss-Comtmumesrs minanive, which will roguire applicants t peovide sdlnasmal
inhormaiion e amisi @ S cusmimstion process i ey sibenn mee thas live
inslepemeiemni slaiz or mort s 15 el claii i a0 spplication, s will i
pelicansy In provide a rntifcation For thed o s e

& Inloemaiom DHscionry Shirmesd {105) indiative, which will peguse spplsants wha
websruil ruwry San 2 toroahobd b of redcemes of othes dooamemis S
crmsiderasion by the coarmines b caplai e relevance of t refmones o sther
dovumers.

Alernative {or Warkush) Cheim inssative, which will requee thal 2 patent <lsin ti
deefings the imenSon uiing ahermative keguigs be direcisd w a groep of
that e aullicienly relaiod 30 m e consadered & singhe avmiion.

Page 38 GABOT.H18] 1S Pete aud Tradessark (WTlee
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Apprmlin 1] Commenis frem ihe Deparimest
ool Unpmmeter

Ma. Arwi Ko Minal
Page

& Appiwam Cualiny Submersione, which if persund, will roquirs mont applicasts o
in G

bn gonomal, the LISFTO agrees with GAD's maesiment of te challenpes facing n snd
ACS concluibon That hising effonts tose are bl sulllclen o0 peduce e pasesl applcation
Backlog. The sbove intitives being eplemeonied and thoss undor consideration by the LIEFTO
il it b i Erwfe e Fechent wind Tooused avmmination o0 the pari of Ser peteni cvarener. B s
e k] chat v will e effichemscias gained from these isstiativer. Oace the LISPTO
determibses whe #lloen of these indtiatives oo cuamener prodhectivity, we will fecvaliie the
asuEprices thal we wss i esishlich cxsmmer prodection godki.

¥ enchons a l of apocific bocbrucal comimests thal Gy B SOPC) SEMEIN RS
sungred in yins repor
Tollry Lhatrths bs Wichelle Tricsiman and Vondahor |l who spesi many hourn evicwing

sty dinta asd naiing no LISPTO emplovess. | also awamad my apprecistion 1o you and pos
e fof pind dindiCatien 10 e hagharat atandards of profradenalivm in preparing the Srafl sopad

[Pags 17 GABOT.H18] 1S Pete aud Tradessark (WTlee
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Appendix IV: GAO Contact and Staff
Acknowledgments

GAO Contact A MO, QU
Staff In pddition 1o the contact named above, Vondalee B Hunit (Assistant
i arector), Nancy Crothers, Moancy Hess, Sman Kaufman, Grant Mallie,
- 4 ehecca Shea, Michalle stman, Lisa Vojia, and Greg Wilmath made
Acknowledgments i M K Trei L Greg W

significant contritutions 1o this repom. Seott Derrick and Omard Norman
also contributed to thes report
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GADYs Mission

The Government Accountability Office, the mudit, evaduntion and
Investigative arm of Congress, exists 1o support Congress in mesting i
corstitutional responsibilities and (o help improve the performance and
aceountability of the federal government for the Amercan peopbe, GAC
exnmimes the use of public funds; evaluabes federal programs amd policies;
anil provides analyses, recommendations, and other assistance 1o help
Congress make informed oversight, policy, and funding decisions, GAO's
enmmitment 1o good government i reflected in its core valises of
aceountability, integrity, and rediabilicy.

Obtaining Copies of
GAD Reports and
Testimony

Thie fastest and easiest way 1o obtain copies of GAO documents ot no cost
s thirough GAD's Web site (www.gzo gov]). Each weekday, GAO posts
niewly released reports, testimony, and correspondince on [ts Web site. To
have GAD e-mall you a lst of newly posted products every aflemoon, g
o www gao.gov and select “Subscribe to Updates.”

Order by Mail or Phone

L ——————
To Report Fraud,

Waste, and Abuse in
Federal Programs

Congressional
Relations

The first copy of each printed report is free. Additional coples are 82 each
A check or money order shoubd be made out 10 the Superintendent of
Documents, GAD also secepts VISA and Mastercand. Orders for 100 or
mare copbes madled to o single address pre discounted 26 peroend. Orders
should be sent b

U8 Government Accountability Office
1 G Serest NW, Room LM
Washington, D.C. 20548

To order by Phwne: Volee:  (202) 512-6000
TDD:  (202) G12-2537
Fae  (202) G12-6061

Comtnct:

Web site: www.gan govifraudnet frawinet him
E-mail: fraidned 6 gan gov
Automated answering system: (800) 424-5454 or (202) B12-T4T0

Gloria Jarmon, Managing Director, JarmonGE gao gov (202) 512-400
UE Government Accountability Office, 441 G Strect MW, Room T125
Washingon, D.C. 20568

Public AfTairs

Susan Becloer, Acting Manager, Beckers@rgan gov (202) 5124800
U5 Government Accountability Office, 441 G Street NW, Boom 7148
Washington, D.C. 20548

mm'@ RECYCLED PAFER
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.S, BHouse of Representatives
Committee on the Fubiciarp
Washingten, BDE 20515-6216

ar pembers Teay Exngrrss
April 29, 2008

The Honarable Jon W, Chudss

retary af Commerce for Inscllectusl Property

Director of LLS. Patent snd Trademark Office
L5, Depanment of Commerce

600 Dralany Strect - Madison West
Alexandnia, VA 22314

Dear Mr. Dhdas:

Om behall of the Commimnes an the Judiciary, Subcommities on Courts, the Interet, and

Imtellechan] Property, we would hike o reiterate our appreciation for your participation in the
Fetruary 17, 7008, oversight hearing concerming the “US. Patent and Trademark Office.™ We
have forwarded the official tanscript o your office for revicw.

Given the lmited time allotted for questions during the bearing, there were a number off

questions that | was nod shle i ask you, As such, | am including tbe below questions and your
subsequent respoases in the official recosd:

I

Aveurire projeciion of the number of paten! spplications that the USFTE will reverve in coming
Jeara de griticel fo plassing and llocation decirions being made fodary. Please describe
im detat! the methods the USPTO wres do project the number of funce parenr applicarieer. Bhar
economic and legal foctors, including anticipated rule chanper, does the UEPTI atsume fn
developing it patest applicarion projections” What kind of compester models and other fooly do
yeris gmploy to make much profeciions?

Al the LISPTCNS FYI008 budiper documind, i woaa profeciod thal the number of patent applicationy
wowld prow by 5% over each of the mexd 5 pears. (See mttackemenr [ This projection was
supported by the FY2007-201 2 Strategic Plas, which suared “rhis strategic plan anticjpates thal
patent applicarion filiegs will comtinue fo rine ar the rare of eipht percent per year, throsgh 2012
This growtk is sol a surprise, nov in it mew. ” (Yov atiackment 1) However, in the USPTOY
FYI0P bwdper docswment, if war projected thar patesr applicarioes would grow by ondy 5% per
yeur over the mext § years, (Koo anschment 3, Ploase explain why the projected rive in patent
appiicatiovs war reducnd in jour FYI00 bedged docament.

Alser vhe FY008 budper dociument messioned thar the projected 5% application growth rate “may
e qffected by the Agency’s rule poverning confimmarion practice,” bt didn’y indicate how it
would be gffecied. (See atiackment 3. Pleave explain whal was meast by thiy medement, Ao, §f
e 3% applicarion growek Fade p toak into nplind o Exp ipms that no
Tonger apply, such @ brplementation of the contirsation and claime rules that weee recently
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Thie Honorable Jon W. Dudas
April 29, 2008
Page 2

4 Wikt wole, {Fany, did the USPTO Patent Pullic Advisory Commisiee hive in deterseining and
reviewing the agency’s patent application filing projections in et FT2008 and FT200% budget
dovamenti”

L Asiate from bapd imwciticw awd clatms ruler, decribe oll the
MMMMWWMHkMﬂMWMﬂW
rexpective impart eack action would ke on redueing patens pesdency? What comb o

Mmm&mmmwmﬂhmmmwkﬂ
contrant & 3% over the next [0 pears? mgmwmmmwmu
Foavar the next |0 pears? Pleare provide wiy rhematical models used in
aErWering these quesnions

& Accarding fo the recens GAQ repart titled “Hiring Efforts Are Not Sufficlent to Reduce the Patent
Apgplication Backiog, * the GAD found thal the UEFTO cannol kivg encugh palent eudmingrs i
reduce patend pendensy (n the next five peary. [t pocwr, hewever, thal this projrction i based om
timatey provided by the USPTO. The repori states “fa]coonding fo USPTO estmares, even i
ithe @pency were able so hire 2,000 patens axaminers por pear in flcol year 2007 and coch of the
neer § years, the backlog would confimus fe inorease By about 260000 applications fo 233,043 ar
mdqﬁﬂmmii'fhmfj mm-ﬂ'mmrum
“USPTO axtimatis, ™ bncluding tical models, and wnderl) and! \pris
such ay examiner retention and produceivit. Mmmmmhﬂ
many paient enaminery would have fo be hived ix the next five yoarr i arder to redwor the patens
Backleg?

T After refense of the above mentioned GAC report, the USFT ixrued o prexs refease om October
oA, JOT et avated the USPTO would wwﬁwmhm

& Arcvording fe the abaoe mentioned GAD repart, 7% of patear examiners feel “thar the [LISPTON ]
produstion poair are among the primary reanos they wondd consider leaving the USFTO " This
staréntic held frue “regardiess of thetr temare.” The GAQ alvo reportes that USPTO managemos!
Jieli phrt paaternd examiners Il the agency primarily dwe fo personal reasons. (See anachment §.
And, acconding to Direcior Dudas’ lestimony, exif Dfervoes of employeds who had baewm wirh the
USPTO from 3 o [0 years showed thar they It the apemcy beomure of “supervisor inwes or

arwes,” wﬂﬂwmhd&mﬂuﬁqﬁﬂmq’m
5 wiat

vy rerules? What percentage of people who lefl the agency gfter 3 to 10 pears actwally

participated in the el imerviens Direcior Dudas cited™ A thire aay disiinguishing

m#hmﬁmmhwﬁm*ﬂ?mhﬂ
interviews (L., disprog Iy Mih prodiction performance compared 1o peers)
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The Honorahle Jon W, Dudas
April 29, 2008
Page 3

-3 According fo the lamgeage of the 2006 Scioner, Stare, Surtice, Commeree Appropriations det,
Bafiore the LEPTO can reprogrom approprisied funds. i meai aol{fy the appropritioss
mwmdhﬂhwfﬁwﬂmwwwmlwm For purposes
af the A, reprogy inciluder elimiy program, profec or scivily e reargunisieg
nrma.-l.lg.:ﬂlm mmwmmmmm%q’mmm-
reprogramenieg? oo, did the LEPTO matfy Congress parsuanl fo i statdory obliganions? [f
so, please preniide o copy of the matifoation yow senf it Congrezs.

18 Aecording to the Department of Co we's Departament Adh v Chver (DACH 20018, a
recrganization includes Mmmwww
charge affecring om organizarioss] unif'ly ras, configeraiion, or mixsion, or the asbority and
muﬂ.wmm# mmamﬂhmmﬂum&m

thal bty I and Departevent notification, &
mmmmﬁﬂmmamymwgmm
that LISPTEY i asabfict b thin D0, whew the O of Emfrcement was createl was the action

cremting if determined fo be & recrpaniution? [Fo, did the USPTO sonlfy Conmgreas puruen o

iy DAC sddigarioms? [ s0. please previide a copy of the modfoanios you seal i Cosprer.

I e Director Dudas' sertimony bafore the Sub (e, het bevmeed rhet action thar efiminated the
%f&ﬁm-m mmhmmwdﬂﬁhmnn
tentead of a as defined in the gpproprictions act ora
mumnmrﬂw:m

12 Whar other acrioes has the USPTCY taken over the last 7 years that have aire bees or com be
direribad a5 a “realignment ™ Please U there octions and previde a detailed descripdion of the
mature of and fertification for eack so-called realignmen

15 Ow Awguess 15, 2007, Barry Mudson, Chief Finamcisl Officer for the USPTO, sent an email to top
UEPTO oyffciads thar seateed the relignment of the Ofice of External Affairs “was o result offa
Jiwe-ytar managimint siviiw, ™ (Sow attochkment T). I the USPTO Wealdy Updane dared
Seplember [0, 2007, Lods Boland, Director of the Office of Infellectsal Property Policy and
Erforcemen, war quosed an saying thar the realipement of the Office of Exiermal Afairs aocurred
“afler @ fTvwe-pear management feview of the prograe withis [Evernal Affairs].” (Sea
anzchmend 8. Please provide the Ssboommintes @ copy of teir masaprmes! neview,  flar the
LEPTCr 1akben any ather actions baved on this manspemenl review” Doey it plan o fake amy other
actions baned oa this managemen roiiw’ Plaase provide a list of all senior USPTO officlaly
wihe pariicipared in this manapement review,

4. Axevidencs of greater quality, Dincetor Dudies mentioned in ks restimony thar ie 2000, Nk of
all applications led to a patins while in the firsd guarter of 2007, aely 0% of all applications led
m-punu mummnmummhm,&w

{RCE] applicars . appli o tht head g0 Be
abandoned in order fo file continuution applicarion:
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The Honorable Joa W, Dudas
April 29, 2008
Page 4

I3 fi ny s LSPTE orgamizational charts for the kot several pears, the Adminissrator of the

artachmens §). Mowever, as | waderriand from Direcrer Dudas ' festimony, the Administrator’s
poaivion “rests™ in the Depury Director's office.  Does Hels peam that the Deputy Direcior
exsewtially runs the Qffice of External Affairs? I yex, why i3 there still an Admingserator of
vl Affairs pomition Listed in LEPTO orgronizarionsd eharis? [fso, does running the Office of
Enteemal Affairs inserfees with the other dutie o ihe Deputy Director?

18 According 5 a Time article dated Aprit 3, 7006, and supported by an email allegedly from Jomes
Toupin dared Lawary 3, 2005, senior USPTO officials mes with Research in Motion (KIM) CEQ
im Balvillie while a receomiindgtion concerming parents emed by NTF and o e in o fewauir
Tfled by NTP againat RIM, ws before the USPTEL fler atiochsents 10 and 1), Did this sureting
take ploce® What win discunsed o this meeting? Wt i the LSPTE policy concerming &
parte commumicitions hetweer sentor LSPTO afficialy and partier wha have an intercal in the
atitcome of procecdings before the Office” I what other instances, (f @y, did senior USFTO
afficials engrmge in similar ex parte commmrications with parties thar kool an inferest i the

outrome of a proceeding being condict before the Cifice?

I7. Thee FY2008 LEPTE hudged docwment mestioned it the USFT0 was exploriag the poceibitin af
extndlivhing seghomal offices that wowld howe patent exawdnees. (Ko atinchmenr 13). Mowever,
fovsking into this possibility? Cher the uat § pears, what rescurces have been dedicated o the
Mﬂﬂmmfmmwﬁ‘dfmnm’ i it LEFTO b
mﬁﬁdw;lmq‘mm bewck-up. or other addionad facilivies, what

were the apeny s concll 7 anad garmarrod feceribilipy crpocised with
deﬁm
1 Pleave provide information concermieg the diversity of the USPTEFS workforce. Plaase

breakdowm s informetion by GS-level amd function within the agescy (e, SES, Schedule C,
meamager, examines, support siaff etc)

I addition, | am enclosing the following questions from Representative Darrel] lssa, &
Member af the Subcommitiee, to be inchuded in the final recond.

L Examination on Request for, an twe USPTER calfed MWWHMIHW
countries such a3 Comads e Japam Under such o system, applicarions are sor
utomariomly, an in the LLE, bt andy spon o specific Requesi for Examination within @ ser time-
periodd, pay § years. {fmwmkﬁﬁmﬁww the appiication ir deemed abomaoned ond
i never examined  From experience of other potem offices, 10% 1o 404 of applicalion are maver
exameined under Eoamination on Reguesr syatesss, reamdiing in nubsiontlal worklosd warkfood recuction. This
in st fo applh af ab applicanions peioe fo e Request for
Excminariow densliime. merﬂmwmmmmhm
eramigation by the USPTR, are the worat  Inverimenr dhe USPTO cow wake beomae their
obealercrnce mema that e patents are wlilely o feich oy renewel fees

2 Wy il e USPTEY mefect much o mrthodd rhat hoty the poterticl b reduce ity warkload and
moreare officiency”
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The Honorabilo Jon W, Dadas
April 2, 2008
Page 3

Pleass kand-deliver responsc o questions on offical stationary to the Subcommities on Courts

o later than May 19, 2008 The office address is B-352 Raybam House Office Building, Washingtan,
DG, 20815,

17 you have additional questions of concerns, pleass contact me o Shanna Winters, Chéiel Counsel
of the Subscanmittes o 2022255741, Thank yoo again for your bestimony.

Sincerely,

Mpoad m__

BERMAN
Chairmsan,
Subcommitice on Courts, the Intermet, and
Iptelbectual Propeny
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USFTO FY 2008 PRESICNT & BUOGET
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Our Challenges/Our Response

207

wahjes—an ot Mrong [P systcm—combing o corate the
et ivrablie o envisoemen, i the wodkd Amenan

A represenied by the model b, our SRR |
e encompases cd-o-eed exination of o
conmypoaeris of vut core fesponubiliies

Iearation—toth in the Unied States and throughout the
woirkd—ia growing 32 @ roooed pace. The Uniled Sus i
l:rmpw-uq_mmﬂulm:dmhllr
wrrkd, withy  Ciems Dovmestie Prosuct GODH) vadee of
about $12 trilken in 2005, GIP goew 3.2 pevomnt im 2005,
which i ghove average relative 10 annual Fles dnoe
3000 Frseinch ind development (RAD) expeneddes e
it 1o have inceeiied by 4.7 percend in 3004, when
sdpmind for inflation. Sinoe Augua 2008, mewe than 68
rrulmp.i.uhlﬂtncnumﬂu—mr,hmmm:l-.:
erihver major iadusrialized counizies combined. Botweon
Caciokeey 3004 andd Cxsoker 006, the LS. comsoay grrw
1.5 perconi—aser tan any other mejr rchamiriahisd
commstry. And, 58 of October 206, 15 5 prosuaivity has
groreen ot an srrunl raie of theoe percent sinor the fen
quanies of 01

This growth makes the United Sttes =3 allrctive market
fiext hioth desentic 3nd forign compnies. Our stable
oy, U oot 40 e rule of bew, our businea

have coe by broken LS. gusen filisg
receiv—iiing TI&ATT paterd applications in T005 or 36
poronng ore tham e numbser Sled in 1975 Traclernark
applicstions flod by LS. residena huve Tillowsd & mons
cinvuis By i mecrnd pean, bt ihe gracnl mend
froan 1995 dhnough 2005 i postive, with filings orealsionity
prowing every yesr aftor 2041 by wn aversge rite of
B0 o

Thie Unisex) Stutei i fot (he only couflfy EXpEnencing
dractic ecunmmi growtts and prosperey, A treed tha
nummwmm-—ponﬂrdhllommt—-ﬂr
large pereeniage of oeagn spplicans wihes file patent and
trademark applicatings in the Lingod Stes. & necor stzaly
ooncuctad by WIPD notod Dl the Uniind Staics, secugh
e ISP, recetves mive foevign patent sgpplications than
o iy oiher patent olfiee i e workd—lor cxample,
| =256 paterd wsility applications in 200% of 107 peroent
mont than in 1995,

Por e pas devad, paiest applastion fikngs have

consatenily risen, somenmes 3f mes of 10 pevoeni ever
the prevics pear. In fact, this amiegic plan andcipates
1ha patend application Klings will curtinue W0 rise & the

UBFTO SERATRGE FLAR MO0t



mﬂwmﬂwm.wltlmrm
5 on 3w, nof s i pes. The waricus proposals the
i,whupq.uh-i.ﬂ:nuwd.udnm
with el penpersed niles changes, hurvr sizmimed fsom 2
pecognition of the nood 1 heedle growes, Thay b
fooused on gty more cospk L and

wigrg “Tinaliy™ 0 the patent proces, with the chiecthe
ummmm-uﬂm

The chan sbe il our planning -
with peapeet 8o pmﬂmdmmam—k
AL

W i o wnchallesged reslyy that the me @ which pasens
applicaticna are bring Med has Incrrascdt beyond the rate
it which the USFTO i prosenily abie 1 enasine e
emiling in an noresaing harkiog [imars Tt b rol been
wcisnedl 1 i possible that this bakiog, ooekd pprach
bt 1,4 rallion by 200 2—onhes wmething s done
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A RS TR R RSN T A

a1 erury imcly exsrsinasion. 1lewy s ceminky =
st o dhe uhiimacs Emower 0 seducing pondency
Merseven 3005 and 2013, we will bave hired over 5,000
noW EXEmEETL

lmmmﬂ’lﬁﬂﬂﬂ“"ﬂlﬂ

will cxmte 10 be, "How do we handie reeond gromth =
patiznn applicatinera, conaisons with il guiding princifes
of cuabity, timset il and r

not e tar ity arwer b0 this arnical quesiion. As shoes
In the chart Behow, hiring will meduce the min of incease
in pendency ume. bt will vor e wfficien o drive
prendency time dowmward during e siv yran of this
wategis phic

Puitiic oonfidenes i the qualiny of ouf pasere gants sad
Mwum-mum—:
s earedl, ard we S ot fake B Foe granicd. We believe
v s componrsiy of QEskry ST atTURRCY and
onuistency, We must e that allowed spplicaions

Tt s s b nary that the USFTONE mar: ol panerd et Bl spnmory and sl Auschi, e o
mwﬂmmmm“m the cevindy il peaition i e raskoipl

i By A that the wmmhhﬂhmnmh
LSFTO simgply contisue 10 hies jaoeng rmoed ey Foor oy
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UNITED STATES PATENT AND TRADEMARK OFFICE
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USPTOFY 2000 PRESTENT S Bucod T
Qualitative Methodology

llmmhmwnlmm:mﬁmwlmhmwhw
forceast patent apphicatson [ilings. During the firs quarter of calendar year 2007, the USPTO
distributed questicemaires i 2,355 patest applicants, inchuding U.S. large corporations, small
wmmmwmmmhhmmu:w.m
mmmﬂnuuhmndnm‘ﬁmﬁlnlmﬁmn Survey

Forecasts

To develop forocasts fiar patent and sademark spplicstion flings shrough FY 2013, the USFTO
considered forecasts Trom the models and the sarvey. I addticn to the sconcemic indicalors
previously discussed, patent spplications Filled &t eker [P offices ane also considered, For acoess o the
i timedy overseas patent application fitings data, tie USPTO relics on ks Trilateral Pariners, the
Europesn Paient Oftice (EPO) and e Japan Patent OfMice (IR0 Annual patent application filings
ﬂmﬂum«mampm-mmw;mmm.mwmmmp

e reasing, bat PO patens application filings decroasing.

USPTO Applicaton Filings Forecast

T.tummmmmndlmmﬂmmnmmﬂ
thee ecomomie catlock, the Tollewieg official forecasts prescmted in the table below for patest and
trademaric application filings have becn cstablished.

] a
[Troteue Appicatonfiings | 7R 8% A mm | Rm| N[ Y]
mwmmmwmmukmwhwammm
pratice.
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GAO

Report to the Ranking Member,
Committee on Oversight and
Government Reform, House of
Representatives

Sceptember 20407

U.S. PATENT AND
TRADEMARK OFFICE

Hiring Efforts Are Not
Sufficient to Reduce
the Patent Application
Backlog

GAO-07-1102
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estimules and estimates of aitrition for the hiring yoar.

Althonugh cossistent with DFM's waorkfioros strstegees, USPTU S curpont
upgrosch i significansly differesd from the approach (hat the sgency wed
prior to fiscal year 2002, Ax that dsve, the numbser of pasent pxaminers
LSPTO wasited ta hire was based on the nambor of patent spplications the
agency ixpoctod Lo feceive in the kiring year, & well s oo the anticipated
patens sgplication backiog at the beginning of the hiring year. Acourding
1o USPTO officials, sinee fical year 2002, the agency has moved awsy
gram Lhis approach becase it peatieed that it could oo lohgef supenise
and train enough patent examinens to keep 55 with the Eeressing
worknaed.

agency o constant anmeal training capacity of 1200 new palest axesiners
for each of the mext § years, USPTO also belbeves that the seademy may
indirectly imprerne thi agency’s supervisory cagaeity beceuse it will betbor
prepEne puw AL examiners 1o stast wark in & iechnology cenber, sl
herefione Uhay will need besa supseivishan end on-the-job talnisg. USFTO
fplans to oW [ after they have gradated from ibe

demmy fm cnder to delermine W the agency can fusthor uwso this approach
to incrense s instizutsonal capacity and, tharefoee, its fubare annual hiring
estimales.

Even with jts increased biring sstimates of 1,200 paterd exasminem sach
year for the next b years, USPTO'S pateni backlog will
comitizve Lo grow, nd i expected to increase L over 1.3 milllon st the end
aof fiscal year 2011, Aceording to USPTO estinsates, éven i the agency
‘were bl Lo bipe 2,000 patent examinacs per yoar in fiscal year 2007 and
pach af (he meat § vears, (he backlcg would continoe to increass by sbout
260,000 applications o #53 543 a the end of fscal yosr 3001, The agency
s nelmowbedged that it cannot hire is way ost of the becklog desplie its

Fuam 12 AT D100 LLE. Pudesd aid Tradomask Offiee
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October (4, 2007
o742

USFTO Will Begle Study of Patent Examisers' Production Goals
Study 1 Is recom dation from GAD

The Commerce Department's United States Patent and Trademark Ofice (LISPTO) today
anmaueced that, as pant of its quality initiatives, it will review nssumptions the agency uwses o
mmmmm-wmnﬂmmmmmmumﬂ
the Government Accousiability Offiee (GAD) report, “Hiring Efforts arc not Sufficient o
Tteduce Patent Application Hacklog.” The report recommends that the LISPTC "undertake &

ive evalumtion of the assumptions that the agency uses 1o catahlish its produsttions
goals.” In its review, the UISPTO will work with its examiners and user commumities.

USPTO Director Jon Dudas praised the GAD report, sisting "1 am pleased that, afles careful
study, the (IAD agrees with our mssessmment that kiring alone will not reduce the backlog of
patent applications. By far, oir encst valuabile rescurce is our employees. We believe that cur 5-
year strategic plan identifies imigiatives that effectively protect inmovation while promesing a
quality workplace that sitracts and retains employees. That (s why many of our most current
initiatives incentivize applicants and the public to provide the best information (o patent
examiners carly in the exsmination process.”

Focusing atentbon on the rapid charsges the USFTO has fuced, Directar Dhadas noted tha “over
the past decade, the USPTO workload has increased in size and complexity. [n response, we
bave also implensented a lorg list of successful intemal initiatives, from sutomating examiner
search tools 1o hiring over 3,600 new exaniners im thie past three years. As a resull, we have seen
improvements in quakity and production. A next logical slep in bringing the LISFTO Fully inlo
mzlnmhthumemhmmm.'

musrmsmwurmﬂumﬁummmmwmmw
& completely fresh leok at production i & mazmer that will motivae cmployees, improve its
work environment, snd exhance the quality and efficiency of the patent examinstion process.
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United States Government Accountability OiTioe

GAO

Report to the Ranking Member,
Committee on Oversight and
Government Reform, House of
Representatives

September 2007

U.S. PATENT AND
TRADEMARK OFFICE

Hiring Efforts Are Not
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the Patent Application
Backlog

GAD-07-1102
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SLdT, therety furiber reducing Use overall producthaty of the agency.
Flinally, hmmmmqum,m
because ibey peduce the poal of itkal visOry patesi
hmmwmﬂwmmm Lo nenese

USFTO Management Links
Attrition to Employees'
Personal Reasons, while
Patent Examiners Link It
Lo the Agency’s Production
Groals

We found that USPTO management and pateni examiners disagree
significantly on U rssoes for the attrition that is oooaisg ot the agency.
Aeconding L USPTO mapsgement, personal reasons are the primary
oasans that cause palent examiners 1o keave the agency. ® Some of these
rvasons mchade the following:

= The pature of the werk . USFTO does rot £it with the prefermsd
working siyles of some patent exasminers och as thse with
enginsaring degrees who are looking for more “hends-on™ expesiances,

Mlany paleed exsminers enter the workfoece dinectly out of collego and
are looking to sdd USPTO o thelr phsumds ssd move on to another job
#lsewhers rather than baild & carcer af the agency, ilhewise keown as
the “millennial probilim.”

+  Patent sxamingrs may chooss t leave Uhe area, as opposed bo choosing
o beave the agency, because thelr sposs transfins 1o & position
autside of the Washingtom, D.C., aren; the cost of lnving is 100 bigh; or

e compeetition is Loo high for eetry into the Wishisgion, D.C., aren
grackastn sevd postgradusie programs for those patent examisens whd
would Eke o pursan higher education

mmmuuhmhmmwwm

prOoes;
muhmﬁmmuﬂmﬂm n.C.,
ures that would provide lower cost-ol-living altermatives & emgloyess.

While wnion offscials agroed that & somse caies pérscnal reasons, sech as
the high cost of lving kn thse Wishinguon, D0.C., mrea, may lead io attrition

g s by e 1 Tin report pelers 6 B lop Bifce foakons pale] cummnen
Tewve e ageeary froakiod by USPTO munageeren, ae well i i e thivs or mors
adly wr FrEIn T Ty

Fage 15 GADAT IEET ULE Falesl sad Trademaik OCGee
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mmnmmmmm:Mmh
Mwmhmmmmmwm
for pabent examiners ™ , union officials explained that the
mﬂmmmmmmmmum
their work, especially in lght of the incressd senating and quality
I d by g “Thiry todd us thal the peodsction

ﬂmmnmmm‘ﬁhhmmm
patent examiners o do moro in Jess time and has Werefore been &
significast contrbutor to pabert exsminers” declskors to leave USFTO. To
mumhmmhmmduw
Patient Office and other intermational palest axaminer organtzsibon in
ApTil 2007 40 sigm & hetter declaring that Use pressures on pabesd examiners
rcuand i wigkd Bawe reachesd sech & level that in the shssnce of serious

InteDectun] propery worldwide woubd be st risk. The letser
receranended, among other thisgs, an increase in the time patbent
xaminers have  revies putent applications.

According vo vur sarvey of patest imers, 67 » gurdiess of
their benusre with the ageney, sgree with union cifcials that the agency’s
mmphmmmMWmmm
Taavisg USPTO. M, we esti 4 thal 32 of patant

aru very dissatlsfied or gesemlly
alioeted by USPTO to schievs el production gaals. Aocosding to our
survey, 50 percent of palent i ane alsn very fledd oF

an hirw bo B the peoduction system, 5 § of patont

il that the sysbens nesds 1o be rervalisabid, mchuding altering the
aoﬂmnuhuﬂwnmmnrgummwmdmm
FEVREWE

i, il alsc ettt proes decimion by UEFTI manageront (o rack whes

patrnl e n dgmaresr snirer and boaer the e be PRI Wi pale eoamineed
il ¢l b0 beave e , Lndom, derlined in rank B reksonn ey
v Erawe i Ehat wen prly on pas

Poge 18 GABTL18E T8, Patrml and Tralsm Offies
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From: Hudson, Barry K.
Sent: Wednesday, August 15, 2007 523 'M

Ta:

Subject: EA realigamesi

Wee ame pleased 1o anounce & realignment wilkin the Office of Exermal Affeirs, effective
immediately. 'The Diffice of External Affairs is an existing office reporting to the Adminisiraior
for External Affairs.

In farthernnce of USFTO s straegle plar, this operational change will consalidate the current
fusetians of the (HTice of Fxicrnal AfFxirs into business lines identified as the Office of
Intellectual Property Policy and Enfarcement and the Office of Governmenial Affairs. All
cument fimctions of the Ofice of External Affairs will continge and will b expanded

The realignment is a result of a five-year management review. [ is designed to make the most
efficient wse of existing USPTO rescxrces. In particular, consistent with the USPTO s Strateghc
Plan, the reallgnment devoles senior mansgement attetion b providing compeehersive
inteflectaal-property and enforcement truning and outreach The change also promeoles 4 mere
comprehensive povernmeot-affairs effort.

I lerms of day-to-day opemtions, the realignment fosters 8 more efficient, effective and
ecthesive organirstion with more crganizational suppart and resources for all substantive,
sdministrative and seppon positions, Further, the realignment creates mare flexibilizy 1o develop
and tap the expentise of stiomoys throughott the basiness anea to better focus on intellctual
property and enforcement issues.

Crverall, 1 imcreased efficiencies and plans for additional resources will allow the LISFTCHo
expand its highly successful efforts 1o grow international relationships, offer trainisg and
education 1o domestic and Enternational officials, increase interations] enforcement of
intelleesusl propesty rights, sdueste businesses and the public shout intellectusl praperty rights
snd work with the Congress and government agencies oo ineliectual property sucs,

IF you have any questions or require additional information, please contact Lois Boland, DRrector
of the Office of Intellectual Property Policy and Enfoscenent, at (571) 272-9300 Basry Hudsea
Chief Financial Oificer U.S. Patent & Trademark Office 571-272-9200
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USFTO Weekly Update
External Affsirs Update - [ T/ 10.2007)

thwmﬂumnrhmhnmdwimuwmntmm,w
qhmddﬂ‘:lbﬂ:tﬂﬂmﬂﬁh:pqﬁmﬂﬂﬁhiwmﬂﬁmﬁruu.&—mb.
providing TP policy guidence for the pevernment, and 1P training for the world. Some USPTO
emplayees may already be familiar withs 1y Office of External Affnirs (EA), bus we recenily
took the oppertanity bo fnlerview EA'S Leaders o find oul mos.

Laoks Bolend, & mmmum.mhmmndmm
{EA), noted that EA has realigned its busimess operatians 10 better fulfill USFTO s policy and
mmnm.mnuhm-ﬁmmmwwwdmmn

respomnsible

mmqmummnhmiummmamwm Relations has been
mmdm:DWmufﬂmeA.ﬂiiﬂtﬂ}GMMEHmihwm
responsibilities.

Thwmﬁ;mﬁmﬂb]ﬂﬁ'mmﬂaﬁﬁlhrmdnﬂwnduﬂhmﬁuﬂ
mwwmchuhu:mhhummﬁmwndpdhfumw
npmu{lilhﬂmﬂmd&ﬁpllm.'nidmﬂommﬂmﬂhmmmhmuy
emphasize education snd outreach ™ Lois slso neted that “everyone in OIPPE and OCA will
coitinse their work 3 protect TP rights — both al home and sbroad. Under this stracture, our
\eams will be even more elficient and effective. |n faci, the USPTO ks comiadering expanding
ikis imponant endesvor.™

Bioh Stoll, Desn for Training and Education, |s sncther patent corps slum.. Mr. Swil's titke
mﬂmhusm‘:wwﬂmhmhmﬂnnlm“dmmhm&
uspuulucfuﬂnmmmﬂd-mwphnw!mmﬂ!mﬂy
focused Isteliectual propesty tuining and outreach. In addision, Mr. Stall oversees the USFTO's
Gthdhu-lmm-Andmy{GEA:uﬁmhhcmdummmdMMh
Search Facility in the Madison Building, GIPA provides training for julges, p

examiners and other representatives froen all arcund the world. 1t has even hosted Lucky and
mmmmmmmmmmwm&hm “The United States
hdmnmﬂ%hﬁhmwmﬂw—ﬁmmhﬂmwmw
making, to enforcement,” he sadd. ﬂrmhmmmmummhmum
world®s best place for [P training end expertise.”

Expanded intellectial propenty education snd outreach is & fundzmental component of the
m&wrmmm,mmw:mh,mmmmw
for managing the OfThee af External Affalrs. “Mow, more than ever, the now global econoany
needs the leadership which the USPTO can provide. We have cucial [P expests = and we have
an ohligation 1o share the experience and expertise of USFTO employees with the warld®
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Jeffersan Taylor, director of the rewdy named Office of Governmental Affairs, said that the
alfice"s pew name nwore socsmately reflects the scope of it work. "In addition 1o & focus an
Congressiomal relations, we will also be working with governors, secretaries of sistes and others
nnpﬂicﬁnm‘hnnu.“w:muhmummmmumﬂm

a1 the state and local levels™ An emphasis on outresch io independent inventors is a high
pekarity for the entire Office, including Governmental Affairs.

OIPPE's sttomeys — many of whom have risen through the ranks of the patent and trademark
corps — are assigned 1o [P subject-mar groeps, including trade, enforcement, tradematks,
mﬂmﬁmawﬂmﬂmmmmmﬂmmpﬂmﬂ
maiu:mﬂmmﬂﬂﬁmdﬁnﬂmmmum
T‘sttmudtmlmm'w&m“wumwimmmm
formed to address specific issues.
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Daren Fonda, Patent Absurd, Time Magazine in Partnership with CNN,
{April 2, 2006).
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Bondyy, Apr. 08, 308

Patently Absurd

By Daran Fondls

Cruise around cBay, and you may decide that ssctions are (0o troublesoase, If you gotts have that Balenciaga
aweater, sothing beats the Ry It bow feature; simply meet the seller's price, and it's yours. Without that leature,
in fact, eBay weeeld make a lot bess mogey. Fixed-price transactions accounted fur about $14.6 billion in
merchandise volume last year, 8 thind of the total. S0 lot's sy you came up with that Buy It Mow idea asd flled fol
a patent. And bet's sy & jury concluded that ¢Bay willlulty infringed oo your patont and wes you dumages. Shoul
qjudl,e-ubunmhlhrmdwﬂ-xmmmhmﬂuwaﬂ.lﬂmrluuwmn,.pu have s
usiness you would 1ke bo bofld, and eBay basically trespussed.

mqu-_-nim-u&hﬂad'belwemSnmm-munhntmkm;mnoﬂcpm:uu.mdmnnbe

Justiees are bearing this tevm. The caselosd reilects the coust's moenting interest in patent wars, which seem 1o
be producisg lots of headlines lately, That would include the near shutdows of the populer BlackBerry device,

wwiod by Research in Miatios (RIM), of Waterloo, Ont., which bad *CrackBerry” fum pasicking, RIM coughed uf
$612.5 million 1o setthe Hiigation broaght by NTP Inec., despite the faci thet th U5 Patent and Trademark Office
refectedd all eight TP jatosts that were the focms of the lawsult, TP Is appealing the reoction, but RIM exved
rather than faee the potential of an injumction,

Paten lawsubts have scared over tho past decade, wp about 5B% since 1995 The patent office is drovmisg in
mlu“nunm:.pﬁ;ﬂhﬁhhum;ﬁnhndrﬂmdwﬁhtdu!ﬂm;mdﬁmhmm-mﬂn
grader, awanling paicnts too beadently, b sach things as basic medical tests snd “business methods” like one-clic
caling shoppisg. That stifies [snovation aad blocks new products from the market, scoordisg to some experts.
There's & consemsus in academia and the legal world that the patont systes bs seriously out of balancs and seods
refarm,” says economést Carl Shapiro of Berkebey's Haas School of Business.

eBay's fight againgt 4 Virginls company called MercExchange i v wrna]] flrmns wwmt wwy ot larger omes
al great cost (o both. 1n o001 MercExchasge founder Tom Wool , & formes mnilitary pilot and CLA petwork
englnecr, sued efsy, claiming that the company infringed oa three patents be filed b the eibd-"gos, Including one
that st out enethods for fxed-price oaline soetions (ihe so-called Buy Tt New patesi). In 200 a jary mded in
Woolston's faver snd swarded §35 million in damages.

Theen, whille the case was winding through the appesls process, the patent office in 2005 bssued “initlal” rejections
ol all thewe patents. Weolston, wha is sppealing the nejections, ssys «Bay's infringements and dossinance of ealln
sucthons virtally kiled off ks anction site, MercExchange, and says nothiag leas (ks ar infanction will satisfy
him. "We want the injunction so ellay's power sellers come bo oug iite,” e maintains. Yoo oan imsagine chay's

hetpeffwwen time comAime/prigtout0, SE16,1 17934000 Jtm| AR08
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view of that positicn, The case bs 8o bmportant that eBay has hired big-name loblyists in Washington, sach s the
Asberolt (roup, & lobbying shop run by former 1.8, Attorney General Jobn Ashesoll. Juleanna Glover Welss, an
ex-press secretary for Vice Prosident Dick Cheney, bs tegistered a1 an cBay bobbyist on "patest reform.”

RIM ey have trumped ey is berms of high-level scceas: [t appears to bave met with the patent office’s gemeral
counsel, James Toupla, enid snother sesdior official, John Whealan. Acoording bo @ docuseal sbisined through &
Freedoen of Information Act request and priewdidied o TIME, RIM chairman ssd co-CEQ Jim Balsillie was
scheduled to mert with patent-cifies offidals oa Jan. 4, 2005, along with representatives from the 1.5,
Deparimest of Commeree (such mestings are highly unssual), In Febmaary o Canadian governmsent official
m.wmhwuﬁdmu‘hmmm Putent Office should *exert an interest or pressane” b

13 part. That 3 ber Canada's Minister of Enduatry, David E wrale o 115, Secrelary
o!&:mﬁ:hmeMImemml&huthﬂmpmmnhhm
atisnetable in pablie. "We knew nothing akost these comtacts and wesen'y given & chusee ta respond,” seys Kevin
Andersom, a lawyer [oe NTP.

o wosder 8 MercExchange lawyer fused in sarty March whes the Boy It Now pulent was reassigaed to a new
examiner afier siaff in the iechnology center had apent 212 yoasy dealing with 8, The new examsiner rejeoied

MercExchange’s application after caly o fow day, althongh the shifi may refloct the mew way the patent offics
handies re-cxaminations i cases more than two years old, with a8 emplasts os sgpeed,

Arcans as i@ may seem, the eBay case deals with the balance of pomwes betwoen patent holders and users, and
cocporate America i keealy lsterested i the verdiet. Silicon Valley trpes from Vabeoo! 1o Entel have lned op
behizd eBuy, while more traditional comnpanics wnch ot Geseral Eleetric (lventor Thomas Edison's owtfit} and
Procter & Gamble support MercExchange, aboag with the entire drug isdustry, whese busisess medel hinges on
patent protection.

At s s whetber judges should astomatically e infanctions sgains infringers, s they do now in most mses.
ey wants judiges o kave ssore discretion, which could weaken pateot holder' bargainiog power. The cely thing
that will hring & major company to tha table ia that in the e=d they have to [negotiaze],” says Nathan Myhrvold,
former chbsl technology officer for Microsoft, who rums a patent-soquisition shop and knows a b about how big
companies wield power,

O the sther wde are those who argoe that small-tima patent holders with dodgy claims and no sciual businesses
are using the legal systent to sxtrset payments from firms with established operations and prodacts--lurking like
falry-tale trolls nnder bridges, popping out 10 collect & toll. “The trofls are turnizg patents inbe lottery tickets
instead of newards for late nights i the lab,” says Rob Merges, a Berkebey baw professor backing eBay. Menges sys
sembconductnrs and software may be oovesed by hasdreds of patesis, sach with distinet claims, yet it may take
onby one case of Infringreneat for s judge 1o lssse an injusction, compelling many companios o pay U trells to
g0 away. U.5. House Repablican Lamar Smith, ¢o-#ponsoce of a reform bill, wants to slow the Etigation gravy train,
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UNITED STATES PATENT AND TRADEMARK OFFICE

UNDER SECREIARY 0F COMMEKCE FOR [NTELLECTUAL PROPERTY AND
DIRECTOR OF THE UNefsD STAYES PAFEHT AND TRADEMARK OFFICE

Questions and Answers for the Record
United States Patent and Trademark Office Oversight Hearing
Before the Committee on the Judiciary
Subcommittee on Courts, the Internet, and Intellectual Property
February 27, 2008

Questions Submitted by Chairman Berman

1. Accurate projection of the number of patent applications that the USPTO will
receive in coming years is critical to planning and resource allocation decisions
being made today. Please describe in detail the methods the USPTO uses to project
the number of future patent applications. What economic and legal factors,
including anticipated rule changes, does the USPTO assume in developing its patent
application projections? What kind of computer models and other tools do you
employ to make such projections?

Answer: The USPTO uses quantitative methods, from straightforward time-series to very
sophisticated forecasting modets, along with qualitative methods, such as applicant
surveys, discussions with the patent comununity, and collaboration with other patent
offices to forecast patent application filings. '

The forecasting models used by the USPTO exirapolate historical trends and utilize
relevant indicators and factors including research and development (R&D) expenditures,
gross domestic product (GDP} spending and venture capital (VC) investments.
Correlations to the U.S. economic growth, as well as the global economy, arc made with
these indicators to include spending on technological innovation activities and
investments leading to the commercialization of new products as indicators of projected
patent applications to be filed at the USPTO. The USPTO uses software such as
Statistical Analysis Software (SAS), Statistical and Forecast Pro to produce dozens of
forecasts.

Nearly 50 percent of 17.S. patent applications are filed by residents of foreign countries.
The USPTO has partnered with the European Patent Office (EPO) and the Japan Patent
Office (JPO) for many years to share research, models, trends, and resulis of national and
international patent application forecasting efforts. Recently, the Korean Intellectual
Property Office (KIPO) and the Chinese State Intellectual Property Office (SIPC) have
contributed to this effort.

P.0. Box 1450, Alexandria. Virginia 22313-1450 - WAWLUSPTO,GOV



245

Legislative and economic factors, such as anticipated rule changes, Congressional
legislation, and adjustments to fee rates are analyzed and any assumed applicant behavior
adjustments are incorporated into patent application filing projections.

A team of cross-disciplinary experts within the USPTO arrives at a consensus application
growth rate projection afier cavefully considering all models, methods, assumptions, and
related information.

2. In the USPTO’s FY2008 budget document, it was projected that the number of
patent applications would grow by 8% over each of the next 5 years. (See
attachment 1). This projection was supported by the FY2007-2012 Strategic Plan,
which stated “the strategic plan anticipates that patent application filings will
continue to rise at the rate of eight percent per year, through 2012. This growth is
not a surprise, nor is it new.” (Sce attachment 2). However, in the FY2009 budget
document, it was projected that patent applications would grow by only 5% per
year over the next 5 years. (Sce attachment 3). Please explain why the projected
rise in patent applications was reduced in your FY2009 budget document.

Answer: The FY2008 budget and the FY2007-2012 Strategic Plan projected patent
applications would grow by 8% each year. The Congressionat Budget Office’s economic
forecast envistoned that recent growth would moderate. The USPTO’s most recent
patent application growth rates were 7%, 8% and 9% for FY 2004, FY 2005 and FY
2006, respectively. With CBO projections and application filing growth in past vears,
patent application filings were forecast to grow 8% each year.

The economic outlook changed for the FY2009 budget. The Congressional Budget
Office’s economic forecast had been revised downward. As contrasted with GDP growth
of near 4% in 2006, estimates were less than 3% for the near term. In addition to the
assumption of future cconomic growth at a slowed pace, the most recent year’s patent
application filing growth rate had decreased to 5%. Forecasting models indicaled a more
conservative growth rate of 5%, which the USPTO adoptcd in the FY2009 budget.

3. Also the FY2009 budget document mentioned that the projected 5% application
growth rate “may be affected by the Agency’s rule governing continuation
practice,” but didn’t indicate how it would be affected. (See attachment 3). Please
explain what was meant by this statement. - Also, if the 3% application growth rate
projection teok into account assumptions or expectations that no longer apply, such
as the implementation of the continuation and claims rules that were recently
enjoined, please provide revised growth prejections.

Answer: The USPTO, using historical and projected counts of continuation applications,
assumed there would be a change in applicant behavior with implementaticn of the
continuations rule. The limitations proposed in the continuations rule were assumed to
result in a 1% reduction of applications received (approximately 5,000), beginning in
FY2010. Although the reduced applications total assumed was not significant, the
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statement intended to inform the audience that the proposed continuations rule was an
element of forecasted future year patent applications.

The FY2009 budget assumed that the continuations and claims rules would not be
implemented until FY2010. The 5% application growth rate projection for FY2009 was
not influenced by the continuations and claims rules. The enjoinment of the rules could
slightly increase the 5% application growth rate beginning in FY 2010, but assumptions
and expcctations related fo the U.S. economy may have a stronger influence. Revised
growth rates for FY2010 and future years have not yet been determined.

4. What role, if any, did the USPTO’s Patent Public Advisory Committee have in
determining and reviewing the agency’s patent application filing projections in the
FY2608 and FY2009 budget documents?

Answer: The Patent Public Advisory Commiitee, in its role of reviewing the policies,
goals, performance, budget, and user fees of patent operations, and advising the Agency
on these matters, provided advice on the patent application filing projections in the
FY2008 and FY 2009 budget documents.

5. Aside from implementing the recently enjoined continuation and claims rules,
describe all the possible actions the USPTO or Congress can take that would impact
patent pendency and the respective impact each action would have on reducing
patent pendency? What combination of these actions would be needed to reduce
patent pendency of the application growth rate was held constant at 3% over the
next 10 years? What combination of these actions would be needed to reduce patent
pendency if the application growth rate was held constant at 8% over the next 10
vears? Please provide whatever computer or mathematical models used in
answering these projections.

Answer: Suggestions for Effectively Reducing the Application Backlog:

1. Applicant Quality Submissions. Improve application quality and examination
efficiency by requiring applicants to conduct a minimum search of the prior art
and submit a relevancy analysis of pending claims in view of the references
deemed most closely refated to the claimed invention by applicant before
examination on the merifs is begun. This basic responsibility, if applied to
pending, unexamined applications would significantly improve the Office’s
ability to reduce the current backlog of applications.

and examination results of foreign intellectual property offices have during examination
at the USPTO. Assuming the pilots regarding search resulis are successful, utilize the
searches of foreign intellectual property offices offsct with increased examination goals.
Similarly, determine if the examination results are of sufficient reliability to create
streamlined examination procedures for applications that claim the benefit of prior
applications filed in another office. This would be implemented with sufficient quality
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assurance measures that the search results of a particular office were of sufficient quality.
Implementation would occur following a transparent proof of concept.

3. Increase capacity.

a. Telework /Virtual Offices. The concept of creating new satellite offices
has been thoroughly discussed at the management level after a review of
consulting reports. Because of the success of Telework programs in
terms of increased productivity and improved employee moralc, our
decision was to expand Telework opportunities as opposed to pursuing a
brick and mortar satellite office concept. A preferred approach is to
work with the Congress on a pilot program allowing the USPTO to
waive the requirement that our teleworkers check into headguarters
every week 1o maintain their duty station and instead allow our
teleworkers the flexibility of re-locating anywhere in the United States.
This would be the start of 8 Nationwide Workforce for the USPTO and
would help us reeruit new employees and retain our current workforce.

b. Work with universities to provide a “Certificate in Patent Examination”
to ease transition to patent examination. The Office would benefit by
reducing its training academy obligations and should be able to offer
escalated promotion and hiring bonuses (0 new graduates with
certificates.

c. Utilize retirees (primary or equivalent to include patent practitioncrs) for
{1) examination on per case or flat goal basis; (2) training; (3) revicw of
Junior examiners; or (4) work as roving expert/trainer.

4. Deferred examination. [Pleage see also the USPTO response to Rep. Issa’s question
on deferred examination.] Implement in a step-wise fashion:

a. Provide an increased notice to file missing parts lime period for response
within our existing regulatory and statutory authority (e.g., increase from
a two month extendible period to a 14-month extendible period);

b. Obtain statuiory authority to implement an cxamination fee through
regulations based on windows of time afier filing where the greatest fee
is due on filing, or within one year of filing, and lesser fees for later
submissions. Note: Third parties would be able to pay such fee.

¢, Increase provisional rights associated with publication and permit a
provisional applicant to request publication. Increase the time period
within which a nonprovisional application must be filed to claim benefit
of the provisional application filing date to five ycars. As a result, many
inventions would not be the subject of non-provisional applications
because they would be recognized as obsolete before expiration of the
five year period and therefore would not require examination resources.

Anticipated impact: While it is anticipated that each of the initiatives would improve the
Office’s ability lo reduce the backlog, it is difficult to model the degree of impact with
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precision because of the incremental nature of the changes and proofs of concept that the
USPTO would prudently undergo before implementation of the initiatives.

6. According to the recent GAO report titled “Hiring Efforts Are Not Sufficient to
Reduce the Patent Application Backlog,” the GAO found that the USPTO cannot
hire enough patent examiners to reduce patent pendency in the next five years. It
seems, however, that this projection is based on cstimates previded by the USPTO.
The report states “According to USPTO estimates, even if the agency were able to
hire 2,000 patent examiners per year in fiscal year 2007 and each of the next five
years, the backlog would continue to increase by about 260,000 applications to
953,643 at the end of fiscal year 2011.” (See attachment 4). Please provide all data
related to these “USPTO estimates,” including mathematical models, and
underlying statistics and assumptions such as examiner retention and productivity.
Under these same assumptions, hypothetically, how many patent examiners would
have to be hired in the next five years in order to reduce the patent backlog?

Angwer: The GAO is referring to a Hiring Model prepared on October 23, 2006. See
attachment. The USPTO obtains continuous feedback on both hiring and other factors,
which helps us refine our projections over time. For example, as noted in our response to
Question 1 above, application growth is not as high as was anticipated just a couple of
year ago. Lower altrition rates — which we have seen in FY 2007 and anticipate in FY
2008 and beyond - are important data. Our current modeling (involving anticipated
filings and the rate of examination based on current and projected numbers of patent
exarniners) reflects a reduction in the backlog of pending patent applications within five
years.

As a practical matter, the USPTO is interested in a combination of prudent hiring,
retaining its talented examiner corps, and leveraging telework flexibilities to avoid space-
crunch issues. While it is theoretically possible to hire at some pace that eventually
offers a “one application per examiner” rate of examination, this is not an efficient model.
Most cost models for hiring employees tend to ignore the “fully burdened” costs of hiring
a new employee, which involve the real doliar, materiel, and morale impacts on other
parts of an enterprise.

Hiring models are important, but exclusive reliance on modeling can lead to false
choices. For that reason, we rely on feedback from the examining corps to streamline
patent examipation. For example, updating our patent classification system (that is, how
inventions are categorized - - similar in concept to the Dewey Decimal system for library
classification) increases search efficiency and accuracy. In this effort, we are also
working with international partners to improve search strategies. Hiring models don’t
capture the organizational impacts of large-scale hiring, and for this reason should not be
used in isolation as forccasting tools. Nor do hiring models compare the hiring option
with efficient, necessary process-improvemenis. The examination process has developed
over time, the Agency is beginning to undertake systematic process reviews of
examination elements to identify inconsistencies, inefficiencies, unnecessary steps, or
identify quality improvements. Only with that additional information can an accurate
algorithm of the necessary on-board count be evalnated.
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We also appreciate that it is important to factor in the cost to the following USPTO
business areas as they ensure that each new employee is fuily served throughout their
career. The hiring process begins with collaboration between, in this case, our Patents
and Chief Administrative Officer (CAO) organizations, including recruitment trips,
advertising, and calling applicants, among other things. The decision to extend an offer
of employment is followed by an offer letter (CAQ prepares, working with Patents),
answering questions (CAQO primarily), security checks (CAQ) and ensuring that tlie
newly hired person will receive pay timely {Office of the Chief Financial Officer (CFO))
Once the new employee is welcomed to the USPTO, they have many choices with
respect to healthcare, the Thrift Savings Plan, insurance, and other administrative items,
which need to be accurately and timely processed by our CAO and CFO organizations.
In addition to the general personnel processing items of pay, insurance, etc., that are
comimon to any Federal organization, we must ensure that the new employee has (he
proper work-station equipment (Office of the Chief Information Officer(OCIO)), that the
cquipment is accounted for (CAQ working with the local business unit), that the
employee has a telephone and computer account (CAQ and OCIQ), and that the
equipment is maintained {OCIO). Simply implementing the good-housckeeping practice
of upgrading computer equipment takes more human time as we have more employees,
and accurately tracking all equipment obviously takes on complexity as one adds people
to the system.

Doubling our workforce in a short period of time has also put some strain on facilities
management. Again, we have very positive employecs who enthusiastically embrace the
flexibilities such as telework that reduce pressurc on existing facilities. However, a
reality of significant hiring efforts has been doubling of employees in offices and the
need to procure additjonal space to provide the amount of preparation necessary to ensure
that our examiners — and other employees — receive the iraining they need. And, as our
CAQ and CFO offices staff-up to meet the service needs of the USPTO, there are
accolnpanying requirements for additional space fo house their expanded operations.

Integral to our hiring and retention efforts — for all employees — is assessing our systems
and processes to identify and remove inefficiencies. For example, in 2005, we realized
that our existing intake process for finger-printing and giving badges to new employees
simply didn’t scale to timely provide service for over 100 new employees arriving at 8:00
a.m. on a Monday. Our CAO team met with Patents and other business units to quickly
re-tool the process by permitting new hires to stop by in advance for finger-printing and
picking up paperwork, thus reducing the pressure on our Security team - - and allowing
us to process without having to hire additional employees to handle the upfront influx of
new patent examiners who were steadily arriving every two weeks. This constant
“process re-engineering” approach is crucial to ensuring that we provide services in the
most etficient, cost-effective manner possible.

Retention Efforts: ‘While we have just discussed all the challenges attendant to hiring
significant numbers of employees over a sustained period, it must be emphasized that the
USPTO has achieved notable successes iu patent examiner retention efforts. In addition
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to simply being the right thing to do, retaining our employecs is the most cost-effective
way to ensure long-term stability and the ability to timely review a growing number of
complex patent applications. The USPTO's FY 2007 atirition rate was 8.5% -- lower
than comparable industry averages and a significant improvement over comparable past
years. Itis a USPTO priotity to offer all employees the kind of workplace, benefits, and
opportunities that will keep those employees onboard for years to come. The USPTO has
implemented, and will continue to improve and expand, a varicty of initiatives that
support and promote its image as an "employer of ehoice." The initiatives include:

Telework Efforts: Telework opportunities; recruitment/retention incentives for patent
examiners; special pay rate (above GS levels) and production and quality-based bonuses
for patent examiners; flexible, family-friendly working schedules; a voluntary flat goal
pilot program for patent examiners that offers increased bonuses and flexibility;
reimbursement to patent examiners for advanced technical education and law school;
increased fraining opportunities tailored to examiners' needs; increased and better
communication with employees through management and employee training,

the USPTO achieved productivity gains resulting from various programs, including:
Hoteling program, laptop program, and flat goal pilot.

- Patent Hoteling Program -- In 2006, the USPTO implemented the Patents
Hoteling Program (PHP) which maximizes cxaminer opportunities for telework. PHP
cxaminers work one day per week at the Alexandria campus and work the remainder of
their time from home. PHP examiners have a USP'I'O-issued computer, monitor and
printer in their home office that allows them remote access to all USPTO automated
systems and collaboration tools. Over 1,000 examiners have joined PHP, and we continue
to add 500 exarniners per year. Survey results indicate that 98% of participants were
satisfied with the program and 87% of participants reported that the program has
positively impacted their willingness to extend their years of service with the USPTO.
Further, 56% stated that their productivity increased. The goal of PHP is to change the
boundaries of the old workplace patterns allowing for decreased commute time, a more
efficient use of office space, and even a more balanced lifestyle for our employees. This
translates into increased employee productivity and satisfaction, as well as higher
employee retention. We hope to create a workpiace where an examiner can be successful
from anywhere in the nation.

- Patent Bxaminer Laptop Program (PELP) -- In 2007, the USPTO issued laptop
computers that allowed access Lo all USPTO automated systems to those examiners who
wished to work from: home. The voluntary program, still on-going, provides flexibility of
when and where overtime work is performed. This increase in overtime work translates to
an increase in the number of applications each examiner completes. 2,244 examiners
were participating at the end of 2007. This initiative also aliows examiners in the
telework program (a pre-existing one day per week work-at-home program with no
automated support) to inerease the effectiveness of their work from home.
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= Flat Goal Pilot — Initiated in April of 2007, the vohumtary Flat Goal Pilot Program
is a test program to determine if a concept that has already generated success in the
Trademark Operations will translate well into a similar production environment in
Patents,

Inspired both by the Trademark Operations’ success, and by the GAO’s review at the
time, suggesting that the USPTO re-assess sotne of the assumptions undeilying its
production goals, the USPT( undertook a one-year pilot program. The 173 cxaminers
who volunteered for the one-year pilot (April 2007 — April 2008) are given flexibility in
choosing when and how to do their work, and may eam larger, quarterly bonuses for
every application examined above a particular target goal rather than earning bonuses on
an annual basis. Examiners who participate are assigned a target at the beginning of each
quarter rather than tracking their nse of time throughout the quarters of the fiscal year.
Preliminary results indicate not only an increase in production by five-percent, bul also,
well over 80% of participants reported an improvement in morale and satisfaction with
the program as a whole. ffurther, 86 % of pilot participants said they worked more
efficiently, and 77.7% would recommend the program to other examiners. These results
may help USPTO reassess some of the assurnptions underlying the examiner production
goals.

7. After release of the above mentioned GAO report, the USPTO issued a press
release on October 4, 2007 that stated the USPTO would “review assumptions the
agency uses to establish production goals for patent examiners.” (See attachment 5).
Then, before the Subcommittee, Director Dudas confirmed that the USPTO has
begun to stady patent examiner production goals. Please provide details on the
methodology of the study and personnel conducting it. What is the current progress
of the study and when can Congress expect the study to be completed? To what
extent is the Patent Office Professional Organization and the Patent Public Advisory
Committee involved in this study?

Answer: In 2004 and 2007, the USPTO received reports from the Commerce OIG and
the GAD, respectively, which made opposing recommendations about the patent
examiner production system. Based largely on the percentage of organizational units that
reached their targets and the percentage of examiners who received performance awards,
the Commerce OIG seemed to conclude that the production goals are set too low. Based
largely on a survey related to the hypothetical question why an examiner might leave, the
GAQ seemed to conclude that the production goals are set too high.

Neither study analyzed the specifics of the production system, More important, neither
study recognized that with nearly 6,000 talented scientists and engineers, there is no
“average patent examiner.” The key to establishing the optimal production goals is to be
sure that the system allows for maximum flexibility and maximum opportunity for each
and every examiner. Examiners are intelligent and hard working. We must ensure the
production system allows them to appropriately choose their level of work and bonuses.
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Production beyond 95% by any examiner in FY 2007 was suificient for a fully successtul
rating on production. Out of 4,172 examincrs with over one ycar of service, only 8.1%
did not meet that goal. 91.9 percent did 95% or more. 74.7 percent did 100% of goal or
more. 50.5% did 110 % of goal or more. 16.9% did 120% or more of goal. 7.3 % did
130% of goal or more. From September 2007 through late November 2007, the USPTO
began analyzing data that lies al the heart of the GAO’s September 2007 report. On
December 4, 2007, the USPTO provided an interim update on its follow-up to GAQ’s
study to the House Committee on Oversight and Government Reform. See Attached
USPTO Letter of December 4, 2007.

To summarize the findings included in our letter of December 4, 2007, the following are
facts regarding USPTO patent examiner attrition:

»  Attrition Among Patent Examiners is Lower at the USPTO than in the
Federal workforce as a whole. The attrition rate for Patent Examiners in FY
2007 is 8.5 percent which is lower than the atfrition rate for Federal workers as
determined by OPM(8.9%)" and BLS{9.2%)%n the same time period.

Interestingly, while different sources of attrition or labor urnover data differ on
actual percentages, the USPTO’s attrition rate compares favorably. For example,
the 1J.S. Department of Labor’s Bureau of Labor Statistics {BLS) identifies —
among other statistics — the total annual percent of Federal government
separations. For calendar years 2001 — 2007, the annual Federal government quit
rate varied from a low of 6.0% (2004) to a high of 10.7% (2006). See
http://data.bls.gov (with search in the “Job Openings and Labor Turnover Survey
Statistics” (JOLTs) database for “Total Quit Rate, Government.””)

The salient point is, while the USPTO does indeed have turnover in its patent-
examiner ranks - - which turnover the USPTO wants to minimize - - it is
somewhat misleading to characterize the USPTO’s attrition rate as out of
proportion with that experienced by the Federal government as a whole, and
certainly as compared with the private sector. Further, given the differences in
the way statistical entities collect and characterize turnover data, it is possible to
have varying independent attrition numbers apply to a single agency, such as the
USPTO.

« Recruitment/retention bonuses have reduced attrition during the first
year. During FY 07, examiners who received recruitment/retention bonuscs
left the USPTO at a rate of 9.6%, less than half the historical average of
19.9%. (See chart below).

! Data source: FedScope from the Office of Personnel Management, Civilian Personnel Data File

(CPDF) which is accessed via the OPM website. The data is from the September 2007 data file which
provided the entire Fiscal Year 2007 government employment and attrition statistics

? See http://data. bls.gov



253

Attrition Rates of USPTO First Year Examinars

19.9%

Tencitional 18t Yeae Aversge  FYDT 181 Year Atrition Rt FY 0T 188 Year Alirifion Ralo
Adirition Rale of Examiners Recstving
[FYe8 - FYom) Riscruitmint Barubas

Bevond the first three vears of service, the USPTO has low attrition. The average
attrition rate for USPTO patent examiners with 0-3 years experience is 15.5%, The

average atirition rate fior USPTO patent excaminers with 3-30 years experience
is 3.95%.
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e Afttrition in the early years is substantially lower at the USPTO than at similarly
situated entities. The attrition rate of examiners with 3 or less years of service,

though measurably higher than the rest of the patent corps, appears to be well below
the attrition rate experienced by similarly situated entities hiring entry level college
graduates in a year.”

Business Week, “59 Best Places to Launch a Career,” September 18, 2006,

[“**#Given the country's demographics, some accammodation is inevitable. Entry-level hiring is
expected to surge in 2007 by more than 17%6, the fourth consecutive double-digit increase,
aocording (o the Natianal Association of Calleges & Employers (NACE). And this could be only
the beginning. By 2010, as the exodus of baby boomers from the workforce accelerates, census
data suggest, two employees will be leaving for every new hire entering, and new coilege grads
will be 4 precions cominedity ***

**IL recruiting is employers' first hurdle, refention is by fur the highest. Those employers who
provided the data reported that more than one-third of their new hires bolted within three years,
And replacing them isn't cheap, Training costs averaged nearly $10,000 a head, which can add up
gaickly when you're hiring mare than 1,000 college grads each year, as more than one-third of the
ranked employers do.*** The main reason young employees are heading for the exits, oddly
enough, is the very thing boomers thrived on: the perpetual work day.=#%”]

See also, Business Week, “Best Places to Launch a Career,” September 13, 2007 [“***Boeing
Co. (BA) (No. 14) is starting to move in that direction. The aerospace giant has one of the lowest
retention rates in its industry (5%}, and one way it hopes to improve upon this is by teaching
managers haw to deliver criticismi—harsh, if necessary-—along with praise. ¥+
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¢ Hipgher production requirements do not necessarily translate to higher attrition.
Approximately 70% of all work in FY 2007 was done by examiners with 3 or mare
years of experience, with an average altrition rate of 3.95%. Examiners with three or
more years of experience tend to have the highest production goals. This could
suggest that other factors, such as work environment and the type of work done by
patent examiners, influences attrition more than production goals.

Study of Attrition Data

As noted earlier, the USPTO agrees with the GAO that hiring alone is insufficient to
address the backlog of unexamined applications. In looking turther, the GAO
determined that production goals (the amount of work a patent examiner is required to
complete in a given time period} were undermining retention efforts and leading to very
high attrition. The GAO recommended that the USPTO undertake a comprehensive
evaluation of the assumptions used to establish patent examiner production goals and
revise those assumptions as appropriate. Implicit in the recommendation to review the
assumptions underlying the production goals, was the GAQ’s suggestion that production
goals be reduced.*

Because the GAQ report pointed to high attrition (suggesting difficult-to-mect production
goals as the root cause of high attrition), the USPTO determined that it must have
accurate attrition data. The result of this initial look at attrition was the December 4,
2007, response to the House Committee on Oversight and Government Reform, detailing
our methodology and findings up to that point. Keeping in mind the purpose of the study
and the context of the GAG’s recommendation, the USPTQ believed that a rigorous
analytic approach required understanding of its aftrition data.

USPTO will obtain an independent review of the assumptions used to cstablish
production goals from a professional entity with demonstrated extensive working
knowledge, organizational experience, and analytical expertise assessing practices in
large scale production environments to perform an assessment of the current production
goal system and provide recommendations regarding process improvements.

Office of Personnel Management sent several vendors a Statement of Objectives (SOQ)
in April 2008 requesting a proposal/presentation. Onge the presentations have been
completed, a vendor will be selected to perform the assessment. The results of the
assessment will he shared broadly, and with the Patent Office Professional Organization
and the Patent Public Advisory Commmittee and request their feedback. USPTO analysis
of the results will be provided to the Committee by the end of calendar year 2008.

N As is demonstrated lager in this response, collection of more data, together with deeper analysis,

suggests that lowering production standards is not the answer to examiner retention — becavse it is not the
root cause of attrition. We have found that increasing opportunities and flexibility — in essence, creating a
nicer work environment, not a less rigorous one — are the keys to both increased erployee morale and
higher retention.
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In addition to the data and analysis, which will result from this independent study, we
will include our assessment of the year-long “Flat Goal” pilot (initiated as part of early
feedback from the GAO and following the success of our Trademark Operations in
implementing a flat-goal system). Preliminary results indicate not only an increase in
production by 5% , but also, well over 80% of participants reported an improvement in
morale and satisfaction with the program as a whole. Further, 86 percent of pilot
participants said they worked more efficiently, and 77.7% would recommend the
program Lo other examiners.

8. According to the above-mentioned GAQ report, 67% of patent examiners feel
“that the [USPTO’s] production goals are among the primary reasons they would
consider leaving the USPTO.” This statistic held true “regardless of their tenure”.
The GAO also reported the USPTO management felt that patent examiners
primarily left the USPTO due to personal reasons. (See attachment 6). And,
according to Director Dudas’ testimony, exit interviews of empioyees who had been
with the USPTO for 3 to 10 years showed that they left because of “supervisor issues
or management issues,” and that no inferviewees in this category said that they left
because of the nature of the work (i.e. production goals). What may aecount for the
discrepancy between what USPTO management believes are the reasons patent
examiners leave the agency and the GAO’s survey results? What percentage of
people who left the agency after 3 to 10 years actually participated in the exit
interviews Director Dudas cited? Are there any distinguishing characteristics of
these people that would set them apart from these who didn’t participate in the exit
interviews (i.e. disproportionately high preduction performance relative to peers)?

Answer: As noted, USPTO management conducts exit surveys with employees as they
actually leave employment at the USPTO. Of the 125 patent examiners with between 3
and 10 years of service who left the USPTO during fiscal 2007, roughly 14%
participated in the exit survey. Due to the need to ensure respondent confidentiality,
individuals who parlicipate in the survey are not required to provide their naine.
Therefore, it is impossible to relate exit survey responses with individual employee
performance data. However, as mentioned before, the highest attrition rates tend to be
for people with the lowest production goals. This suggests that production goals are not
the lone influence on attrition rates.

The GAQ Report asked employees who have not lefi, and are currently working at the
USPTO the hypothetical question “if they were to leave” what would be their primary
reason for lcaving? While the GAO used its survey instrument to posit why employees
might consider feaving, the [
leave service. The USPTO appreach is a more relizble and informative business practice
compared to hypothetical inquiries.

During FY 2007, 27% of the 587 employees exiting the USPTO completed a voluntary
exit survey — well above the typical exit survey rate of 17.5%. Of those completing tlie
survey, 41% ol employees with less than one year of service cited the nature of the work
as the primary reason for leaving. Twenty-onc percent (21%) of employees with three or
less years of service cited the nature of the work as their primary reason for leaving. No

13
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employees who left the USPTO after working here for 3 — 10 years indicated that the
nature of the work was the primary reason for leaving.

% Citing as | % Citing as #1
Reasons for Leaving: All Respondents Reason for | Reason for

Leaving®* Leaving
Nature of Work : 59% 20%
USPTO's Culture/Environment 37% 5%
Work/Life Balance 34% 3%
Personal Circumstances 33% 19%
Management ] 29% 12%
Career Advancement/Development 28% 7%
Career Change 20% 8%
Compensation/Benefits/ . 19% 5%
Retirement 99, 7%

¥ Because 1eSpandents may gIve Mote (Han Oie Te4son, Percentages
add up to more than 100%

Primary Reasons for Leaving by Tenure:

o <1 Yecar = Naturc of the work ~ (41%)
o 1-3Years= Personal reasons (27%)
o 3-10 Years =~ Management (23%)
o =»10 Years = Retirement (47%)

Nature of the Work as a Primary Reason for Leaving the IISPTO:

<1 Year: Attrition is the highest within the first year of employment.
o 41% of employces that left within the first year indicated the nature of the
work as their primary reason for leaving.

o]

o 1-3 Years: 21% cited the nature of the work as their primary reason for
leaving.

o No em[il()yees (0%) who left the USPTO after working here for 3-10 years
indicated that the nature of work was the primary reason for leaving the
USPTO.

o Six percent (6%) of employees with 10+ years of service indicated that the
nature of the work was the primary reason for leaving the USPTO.

Employees who have been with the USPTO 3 or more years represent 49% of our staff,
and complete 70% of the work. However, the “nature of the work” is not their primary
reason for leaving service.
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9. According to the language of the 2006 Science, State, Justice, Commerce
Appropriations Act, before the USPTO can reprogram appropriated funds, it must
notify the appropriations committees of both houses of Congress 15 days prior to
any such reprogramming. For purposes of the Act, reprogramming includes
eliminating a program, project or activity and reorganizing or renaming offices.
Was the USPTO action that created the Office of Enforcement considered a
reprogramming? If so, did the USPTO notify Congress pursuant to its statutory
obligations? If so, please provide a copy of the notification you sent to Congress.

Answer: The USPTO action that created the Office of Enforcement was a
reprogramming, and Congress was notified. A copy of the notification is attached.

10. According to the Department of Commerce’s Department Administrative
Order (DAQ) 203-13, a reorganization includes “the establishment, consclidation,
abolishment or other significant change affecting an organizational unit’s status,
configuration, or mission, or the authority and duties of its management and staff.”
The DAQO goes on to say that a reorganization is gencrally considered a
reprogramming that requires both Congressionat and Department notification. Is
the USPTO subject to this and other DAOs issued by the Department of
Commerce? Assuming the USPTO is subject to this DAO, when the Office of
Enforcement was created, was the action creating it determined to be a
reorganization? If so, please provide a copy of the notification you sent to Congress.

Answer: Pursuvant to the American Inventors Protection Act, (Public Law 106-113), the
USPTO retains the responsibility for decisions regarding the management and
administration of its operations and exercises independent control of its budget
allocations and expenditures, personmel decisions and processes, procurements, and other
administrative and management functions in accordance with applicable law. The
USPTO has the authority to establish its own administrative orders and is not governed
by DAO 203-13. In accordance with the Department of Commerce Depariment
Organization Order (DOO) 10-14, the Under Secretary shall exercise the responsibilities
relating to USPTO operations and functions including developing and issuing agency
administrative orders, policies, standards and procedures for administrative functions in
USPTO; the USPTO may otherwise promulgate rules relating te agency management or
personnel, agency organization, agency procedures or practices, or public property,
benefits, or contracts without further review.

Furthermore, Department of Commerce’s DOO for USPTO 30-3, scction 2.01 states,
“The organizational structure of USPTO is independently established by the Under
Sceretary except as provided by statute, including reprogramming requirements in
appropriations Acts.”

The USPTO action that created the Office of Enforcement was considered a
reprogramming and Congress was notified. A copy of the notification is attached.
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11. In Director Dudas’ testimony before the Subcommitiee, he termed the action
that eliminated the Office of Enforcemcnt a “realignment.” What criteria do you
apply to classify an action as a “realignment” instead of a reprogramming as
defined in the appropriations act or a reorganization as defined in DAO 203-137

Answer: Every change to the USPTO organizational structure goes through a rigorous
review process to determine whether the action should be considered a reorganization or
realignment. In order to complete a change to the organizational structure, the requesting
program office must provide the Office of the Chief Financial Officer with the following
material to aid in the realighment/reorganization detérmination: a narrative justification, a
modified Agency Organizational Order (if necessary), current and proposed organization
charts, an organizational code crosswalk down to the lowest level, and an employee
crosswalk.

The documents are then analyzed and compared to the criteria contained in Congressional
reprogramming Janguage provisions and USPTO guidance similar to DAO 203-13. To
be classified as a reorganization in accordance with Congressional reprogramming
language and our AAQ, a reorganization would occur when new programs/commissions
are created, or when existing programs are substantially augmented; programs, projects
or activities are deleied; projects or aciivities have increased funding that have been
denied or restricted by Congress; the physical relation of offices or employecs has
significantly changed; or the activity/function performed by Federal employees has been
contracted out or privatized.

The changes made in the Office of External Affairs did not trigger any of the above
criteria. All functions were continued and no programs, projects, or activities were
deleted nor did the responsibilities, duties, authorities and mission objectives change.

12. What other actions has the USP'TO taken over the last 7 years that have also
been or can be described as a “realignment”? Please list these aetions and provide a
detailed description of the nature and justification for each so-called realignment.

Answer: The USPTO has undertaken a number of realignments over the last few years as
indicated below.

Office of Corporate Planning

The Office of Corporate Planning (OCP) has enterprise-wide functional responsibilities
including: strategic planning, budget formulation and performance management; budget
execution; and forecasting and analysis of fee collections and Patent/Trademark.
workloads. Division directors are responsible for each of the functional areas to provide
leadership and management, as well as technical skill and knowledge. The duties and
responsibilities of the three functional areas were realigned juto divisions. The first
division, Budget Formulation and Performance Management, is responsible for the
USPTO Strategic Plan, budget submissions, strategic initiative tracking and performance
reporting, as well as Congressional inquirics. The second division, Budget Execution, is
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responsible for monitoring and analyzing current year budgets, external audits and
approval of Agency reorganizations and realignments. The third division, Forecasting
and Analysis, is responsible for projections and examinations of Agency fee collections
and key business workloads.

The realignment aligns OCP personnel to their division of responsibility, allowing OCP
to concentrate on the core functions and activities of each division and the office with
correct leadership and management. [i also provides OCP staff the framework. to
strengthen their skills and provide customers more useful, thorough analysis while
meeting critical deadlines. Additionally, all functions were continued and no pregrams,
projects, ar activities were deleted nor did the responsibilitics, dutics, authorities and
mission objcctives change.

Office of Finance Management Systems

This realignment elevated the Financial System Division within the Office of Finanve 10
a “direct report” 10 the CFO and renamed it the Office of Financial Management Systems
(FMS). Financial systews are the accelerators by which the OCFO can leverage to
achicve significant results and deliver timely, accurate and useful information for
decision making. OCFO systems arc crosscutting in that they provide data and
information not only to the Office of Finance but for the Office of Procurement, Office of
Corporate Planning and the USPTO as a whole. The realignment wili ensure that our
systems efforts are delivering value, contributing to results and exceeding the
expectations of our offices and customers. All lunctions were continued and no
programs, projects, or activities were deleted nor did the responsibilities, dutics,
authorities and niission objectives change.

Realignment to consolidate Trademark Law Office support functions into two separate
units, under Trademark Examination within the Trademark Organization. An assessment
of the impact of process changes was conducted to identify potential improvements in
process and efficiency. Significant changes were made in how work was performed that
led to recommendations for aligning functional responsibilitics to create a greater focus
on managing work, assessing and reinforcing quality. The duties which were rcaligned to
the new organizational units were: ’

Examination Support Workload and Production includes Examination Support Units
which are responsible for verifying database accuracy regarding all data elements of
applications [or the registration of trademarks, enter amendments and make changes
to the application record as needed, review and prepare the contents of applications
for publication or registration in the weekly on-line Trademark Official Gazctte.

Examination Support Quality and Training which asscsses the quality of the work
produced by the Examination Support Units to determine the accuracy of the changes
made to the application data in the trademark database; ensures adherence to
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established practice and procedures; provides information to Examination Support on
the results of its review; makes recommendations for maintaining or improving the
quality of Examination Support; identifies problem areas and develops training
materials and conducts training to improve quality.

Office of Hunan Resources

A process improvement team analyzed the Office of Human Resources’ (OHR)
procedures in addressing pay, benefits, and compensation issues. After a thorough
review of OHR procedures, it found that many of the tasks performed within the
Compensation Branch (Employment Division - Trademark and Corporate), the Worklife
and Benefits Branch {Workforce Relations Division) and the Quality Review Branch
(Employment Division — Patents) were overlapping. The team recommended that
overlapping and related functions be managed under a single division. This realignment
to a Compensation and Bencfits Division provided for centralized responsibility and
accountability. Further, it allowed the other divisions to focus on their core business
goals and objectives and improve the quality of their performance. All functions were
continued and no programs, projects, or activities were deleted nor did the
responsibilities, dufies, authorities and mission objectives change.

13. On August 15, 2007, Barry Hudson, Chief Financial Officer for the USPTO,
sent an email to top USPTO officials that stated the realignment of the Office of
External Affairs “was a resuolt of a five-year management review.” (See attachment
7). In the USPTO Weekly Update dated September 10, 2007, Lois Boland, Director
of the Office of Intellectual Property Policy and Enforcernent, was quoted as saying
that the realignment of the Office of External Affairs occurred “after a five-year
management review of the programs within [External Affairs].” (See attachment §).
Please provide the Snbcommittee a copy of this management review. Ias the
USPTO taken any other actions based on this management review? Does it plan to
take any other actions based on this management review? Pleasc provide a list of all
senior USPTO officials who participated in this management review?

Answer: The August 15,2007, realignment in the Office of External Affairs was the
result of a five-year management review. The management review was an ongoing
discussion of the effectiveness of the siructure and organization of the office since 2002.
It was not based upon, not did it culminate in a written review or report other than a new
organizational chart.

The discussions involved, at varying times, senior employees in the Office of External
Affairs, External Affairs management, senior employees in the Office of the Chief
Administrative Officer, the Chief Administrative Officer, the Chief Financial Officer, the
Chief Information Officer, the Commissioner of Patents, the Commissioner of
Trademarks, the Office of General Counsel, the Chief of Staff to the Under Secrelary, the
Deputy Under Secretary and the Under Secretary.
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14. As evidence of greater quality, Director Dudas mentioned in his testimony that
in 2000, 70% of all applications led to a patent while in the first quarter of 2007,
only 44% of all applications led o a patent. How did thc USPTO account in these
statistics for Request for Continuing Examination (RCE) applications, continuation
applications and the applications that had to be abanduned in order to file
continuation applications?

Angwer: 70% and 44% are the fraction of applications that were allowed by the
examiner out of all applications that were either allowed or abandoned during the
relevant time.

The caleulation is the same for Y 2000 and for FY 2007. Applications that are
abandoned include Request for Continuing Examination filings and Continued
Prosecution Application (CPA, a precursor to current RCE practice) filings.

The filing of a continuation application is neither an allowanee nor an abandonment.

Applications, which are the parent of a continuation application, count either as
allowances or as abandonments when prosecution ends, depending on the outcome of the
prosccution in the parent application. 35 U.8.C. §120 allows applicants to claim priority
in a child application “filed before the patenting or abandonment of or termination of
proceedings” in the parent application; it does not require abandonment of the parent
application.

15. According to USPTO organizational charts for the last several years, the
Administrator of the Office of External Affairs reports directly to the USPTO
Director and Deputy Director. (See attachment 9). Howevcr, as I understand from
Direcior Dudas' testimony, the Administrator's position "rests" in the Deputy
Director's office. Does this mean that the Deputy Director essentially runs the
Office of External Affairs? If yes, why is there still an Administrator of External
Affairs position listed in USPTO organizational charis? If so, does running the
Office of External Affairs interfere with the other duties of the Deputy Director?

Answer: The Office of External Affairs reporls directly to the USPTQ’s Under Secretary
and Deputy Under Secretary. Because of the significance of national and international
policy and decision making authority, the Deputy Under Secrctary appropriately serves
also as the Administrator for External Affairs. The Office of External Affairs includes
two subsidiary offices -- the Office of Intellectual Property Policy and Enforcement and
the Office of Governmental Affairs - both of which are led by SES Directors. Those
directors have full responsibility for the substantive duties and day-to-day operations of
their respective offices. As such, this does not interfere with other duties of the Deputy
Under Secretary.

16. According to a Time article dated April 2, 2006, and supported by an email
allegedly from James Toupin datcd January 3, 2005, senior USPTO officials met
with Research in Motion (RIM) CEO Jim Balsillie while a reexamination
concerning patents owned by NTP and at issue in a lawsuit filed by NTP against

19
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RIM, was before the USPTO. (See attachments 10 and 11). Did this meeting take
place? What was discussed at this meeting? What is the USPTO's policy

. concerning cx parte communications between senior USPTO officials and parties
who have an interest in the outcome of proccedings before the Office? In what
other instances, if any, did senior USPTO officials engage in similar ex parte
communications with parties that had an interest in the outcome of a proceeding
being conducted before the Office?

Answer; Research in Motion (RIM) requested a meeting to discuss whether the United
States would participate as amicus curige in support of 2 petition for rehearing that RIM
was pursuing in the Court of Appeals for the Federal Circuit. The Department of
Commerce, led by then-Acting General Counsel Jane Dana, held a meeting on this
subject. In attendance were Ms. Dana, Joan Maginnis, Assistant General Counsel for
Tinance and Litigation of the Department of Commerce, members of the Appellate staff
of the Civil Division of the Department of Justice, and Mr. Toupin and John Whealan,
Deputy General Counsel for Intellectual Property and Solicitor, from the USPTO. A
member of the Commercial Litigation Branch of the Civil Division of the Department of
Justice also participated by phone.

The subject of discussion was RIM's request that the United States support its position in
the Court of Appeals for the Federal Circuit that patent infringement not be found when
alleged infringement includes acts outside the United States. Citing the USPTO's policy
of not discussing any aspect of a pending USPTO recxamination, Ms. Dana and all ether
government representatives in attendance refused to discuss or listen to statements,
questions, or arguments regarding any matter pending in reexamination. The government
did not make the amicus filing that RIM requested.

As stated, the USPTO's policy prohibits ex parfe communications that directly refate to
matters pending on reexaminations. This policy does not prohibit contacts with anyone
with respect to matlers that are not at issue in proceedings before the USPTO, Thus, for
example, the USPTO officials regularly meet with patentecs and members of the patent
Dbar, even though those parties may be pursuing matters before the Office. In such
conversations, consistent with the policy followed during the meeting with RIM
reprosentatives, its officials do not discuss particular matters pending before the Office.

17. The FY 2008 USPTO budget document mentioned that the USPTO was
cxploring the possibility of establishing regional offices that would house pateut
examiners. (See attachment 12). However, no mention of this effort was made in the
FY 2009 USPTO budget document. Is the USPTO still looking into this pessibility?
Over the last three years, what resourees have been dedicated to the planning and
establishment of USPTO offices outside of Alexandria, Virginia? If the USPTO has
concluded its evaluation of establishing satellite, back-up or other additional
facilities, what were thc agencies conclusions abeut the location, expense and
general feasibility associated with establishing and operating such facilities?

20
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Answer: In FY 2007, in response to various public comments, including inquiries from
the Patent Public Advisory Committee thai a more national UUSPTO presence would be
helpful, the USPTO commissioned a feasibility study from Jones, Lang, LaSalle that
evaluated establishing regional offices for patent examiners. The study made clear that
the USPTC would have to invest significantly, whether any of a spectrum of options
(from an independent, leased space to renting space in an existing government building)
were pursucd.

Given that technology now permits flexibilities such as completely independent work-at-
home options, the USPTO has determined that — as a strategic maiter — it is financially
and strategically prudent to pursue a nationwide workforce approach, rather than build
offices or lease offices thronghout the United States. For this reason, we are focusing on
our Patents Hateling Program (PHP) and Telework efforts.

USPTO has had great success with the PHP where examiners work from home and come
into the office one day per week. The goal for FY 2008 is to add 500 additional
examminers 1o the over 1,000 patent examiners who began this program in 2006-2007. In
light of this success, the USPTO is cxploring a Nationwide Work Force (NWF) concept,
to enable patent examiners to live anywhere in the continental United States, and perform
all job functions and receive requisite training remotely. The USPTO is also working
with the General Services Administration and Congress to enable the Agency to exercise
flexibility in the fravel regulations to allow for NWF.

The USPTO is pleased that H.R. 4106, the Telework Improvements Act of 2007, and S.
1000, the Telework Enhancement Act of 2007, were introduced during the 110th
Congress. Both the House and Senate versions of telework legislation would ensure
maximum participation in telework among the Federal workforee without diminishing
employee performance or agency operations. Although some Federal agencies have
made great strides with their telework efforts, more can be done to produce even greater
henefits.

The USPTO fully supports Section 10 of S. 1000 that would allow GSA to approve travel
expense test programs for agencies to test new and innovative methods of reimbursing
travel expenses and giving employees more choices of where to live. Outside of the
Washington, D.C. metropolitan area, the USPTO has teleworking employees residing in
Pennsylvania, New York, Illinois, North Carolina, South Carolina, Georgia, Colorado,
Texas, West Virginia, and Delaware. These employees voluntarily requested to live and
telework outside the local commuting arca. However, they are required to report lo the
office at least once per week to maintain the official duty station at USPTO headquarters.

Maintaining Washington, D.C. as the duty station for these teleworkers allows the
USPTO to avoid placing them on fravel status, which would entitle them to
reimbursement for their trave] expenses and also to travel during official working hours.
A GSA approved pilot program would allow employees to maintain their homes as their
official duty stations and only commute when their job requires them to do so.

USPTO believes that having travel discretion would permit more teleworlkers to
voluntarily locate outside the local area, assist their employees in balancing work and
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personal necds, help them retain valued employees, and remove barriers to the expansion
of telework programs.

The USPTO continues to review options for establishing a business continuity/disaster
recovery data center in the San Antonio, Texas, area. A Request for Offers issued in
2007 failed to produce an acceplable offer within the allocated budget. Acquisition
support services have been retained to assist in the ongoing effort.

18. Please provide information concerning the diversity of the USPT(Q's workforce.
Please breakdown this information by GS-level and function within the agency (i.e.,
SES, Schedule C, manager, examiner, support staff, etc.)

Answer: Responsive information is contained in the attached charts. Pleasc note that
these charts provide snapshot statistics only and do not reflect either application rates or
the qualified labor pool.

Questions Submitted by Representative Issa

1. Examination on Request (or, as the USPTO called it, Deferred Examination) is
used in many countries such as Canada and Japan. Under such a system,
applications are not examined automatically, as in the U.S., but only upon a specific
Request for Examination within a set time period, say 3 years. If no request is fited
within that period, the application is deemed abandoned and is never examined.
From experience of other patent offices, 10% to 40% of applications are never
examined undcr Examination on Request systems, resulting in substantial workload
reduetion, This is due to applicants' voluntary abandonment of obsolete
applications prior to the Request for Examination deadline, Under current USPTO
practice, applications that become obsolete, bnt receive examination by the USPTO,
are the worst investment that USPTO can make because their obsolescence means
that the patents are unlikely to fetch any renewal fees.

2. Why did the USPTO reject such 2 method that has the potential to reduce its
workload and increase efficiency?

Answer: In the USPT(O’s original strategic plan of 2002, the agency proposed three
distinct programs which collectively would have reduced the pendency of patent
applications to 18 months: (1) deferred examination, (2) competitive sourcing of searches
and (3) a 50% increase in fees. When the agency proposed this strategic plan to the
public, there was strong and unified opposition to deferred examination from bar
associations and patent user groups. In early discussions, congressional staffers advised
that no proposal including deferred examination or a fifty percent increase would be
acceptable.

Consequently, the agency revised its strategic plan to lower fee increases to twenly

percent and removed the deferred examination proposal. That bill was introduced as
H.R. 1561 on April 2, 2003. Ulimately, Congress approved the twenty percent increase
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in fees and atlowed a pilot for competitively sourcing searches (Division B of P.L. 108-
447, December 8, 2004). However, the limitations placed on competitively sourcing
searches in the legislation were too restrictive to allow for a meaningful pilot.
Essentially, the combination of deferred examination, a 50% increase in fecs and
competitive sourcing of searches proposed by the USPTO was judged in the legislative
process 1o be too much change to justify reducing pendency to 18 months.

However, with the 20% increase in fees, the women and men of the USPTO have done a
remarkable job avoiding more dramatic increases in pendency. Record icvel hiring and
innovative programs increasing cxaminer flexibility, opportunity and efficiency have led
to an increase in production of 22% in the last two years alone.

Further, increasing production is not the single most efficient answer. The essence of
your question was how fo aveid examining applications that should not be exarmined—in
other words—how to reduce demand that is unnecessary. Reducing unnecessary demand
is critical to the eflicient running of the patent system. Your question is posed at an
important time. The patent allowance rate is a simple measure of what percentage of
applications cxamined in a given year are allowed as patents. That number has been
steadily dropping over the last several years—from 72% in FY 2000 to about 44% thus
far this year. This means that more and more of what is applied for does not lead to a
patent.

The USPTO’s expetience of proposing deferred examination in 2002 is instructive. The
Applicant Quality Submission provision in the Commitiee passed version of 8. 1145 is an
even better way to ensure that examination resources are not wasted but arc focused on
inventions.

Questions Submitted by Representative Goodlatte

1. You have had great success in reducing pendency rates in the trademark section
of the USPTO. Are some of the ideas that hrought forth those successes applicable
on the patent side as well?

Answer: Ycs, in reviewing our operations and procedures to optimize examination
quality and timeliness, we make evaluations of best practices that may be transferable
from one business group to the other. The USPTO is piloting a voluntary flat goal
program for patent examiners that builds upon the successful system in Trademarks and
moves production away fron1 an hourly-based system. Highlights of the program include
awards of up to $5,000 per quarter; flexibility in how work is done; and a predetermined
amount of work based on grade and docket. Under the year-long pilot (April 2007 -
April 2008), examiners may earn larger, quarterly bonuscs for every application
examined above a particular target goal. Early indications are that participants prefer the
per-application bonus as opposed to the present productivity award structure and enjoy
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the flexibility of choosing when and how to do their work. The USPTO will evaluate the
results of the pilot and incorporate that information into future planning.

2. The PTO has been a leader in the rollout of telecommuting opportunities for
employees, and it is my understanding that those who choose to work at home are
generally even more productive than those who choose to work at the PTO’s
headquarters. However, I have heard that additional tools may be needed to allow
the expansion of the tele-work program to other areas of the country. What
additional tools do you need to further unleash the benefits of the tele-work
program? How can Congress help?

Answer: The USPTO has spent over 10 years perfecting its telework program, which is
among the most innovative and progressive programs in the entire Federal Government.
A successful telework program can result in greater employee productivity, higher levels
of sustained performance, reduced traffic congestion and air pollution, and reduced real
estate costs. In addition, telework provides options for individuals with disabilities,
assists agencies with their recruitment and retention efforts, helps to reduce fuel
expenses, and provides agencies with continuity of operations in the event of a future
threat or disaster. ’

The USPTO wants to optimize employee flexibility and production, and increase job
satisfaction. While our electronic tools are currently sufficient to support our examining
and processing operations, we are always looking for ways to maximize our flexibilities.
Unfortunately, current administrative rules and regulations have not kept pace with the
expanding needs of a millennial workforce.

Accordingly, the USPTO is pleased that H.R. 4106, the Telework Improvements Act of
2007, and S. 1000, the Telework Enhancement Act of 2007, were introduced during the
110" Congress. Both the House and Senate versions of telework legislation would
ensure meximum participation in telework among the Federat workforee without
diminishing employee performance or agency operations.

The USPTO fully supports Section 10 of 8, 1000 that would allow GSA to approve travel
expense test programs for ageneies to test new and innovative methods of reimbursing
travel expenses and giving employees more choices of where to live. Outside of the
Washington, D.C. metropolitan area, the USPTO has teleworking employees residing in
Pennsylvania, New York, lilinois, North Carolina, South Carolina, Georgia, Colorado,
Texas, West Virginia, and Delaware. These employees voluntarily requested to live and
telework outside the local commuting area. However, they are required to report to the
office at least once per week to maintain the official duty station at USPTO headquarters.

Maintaining Washington, D.C. as the duty station for these teleworkers allows the

USPTO 1o avoid placing them on travel status, which would entitle them to
reimbursement for their travel expenses and also to travel during official working hours.
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A GSA approved pilot program would allow employees to maintain their homes as their
official duty stations and only commute when their job requires them to do so.

The USPTO believes that having travel discretion would permit more teleworkers to
voluntarily locate outside the local area, assist their employees in balancing work and
personal needs, help them retain valued employees, and remove barriers to the expansion
of telework programs. Therefore, the USPTO would fully support the House agreeing to
Scction 10 of S, 1000 in any future telcwork discussions or lcgislative conferences,

3. Have you seen the same kind of attrition rates among trademark examiners
participating in the tele-work program that you have seen with patent examiners,
and do you believe that the further rollout of tele-work oppertunities across the
PTO will help reduce patent examiner attrition?

Answer: Attrition among Trademark Examining Attorneys participating in the
teleworlvhoteling program has been Jow since the inception of the program. For
example, thus far in FY2008, the resignation rate has been 2% and the atirition rate,
including resignations and promotions to other positions, has been 3%. Surveys have
indicated that the Trademark telework/hoteling program has contributed to job
satisfaction and employee morale. We expect that the Patent telework/hoteling program
will also have a positive effect on attrition rates {or Patent examiners.

4. A while back, I was told that the error rate for trademark design searches was
over 50%. Is that still the case? What is the error rate today? What has been done
to increase the accuracy of design code searches that do net involve words?

Answer: Beginning several years ago, in response (o concerns about design code quality,
the USPTO engaged in a number of efforts to improve the quality of design coding under
the Vienna Classification system in the electronic database. We are unaware of any
reliable data that would substantiate a 50% error rate. Within the Trademark Services
Division, the work of all contracted specially trained design coders has been subject to
100% quality review. The USPTO has created new design search codes to allow for
greater specificity and accuracy in identifying and coding designs and has updated all
active applications and registrations affected by the new codes. In addition, the USPTO
now seeks input from applicants and registrants by informing applicants of the codes
applied 1o their design marks and by offering applicants and registrants the opportunity to
submit corrections or additions to the coding through elecironic mailboxes specifically
degignated for this purpose,

Internal review of the quality of design search coding indicates that the efforts to improve
quality succeeded. A study done in 2006 indicated that 4.5% of the records reviewed
contained errors relating to significant elements of a mark that would impact search
ability.

Currently a new quality enhancement procedure is under development. Under the new
procedure, upon acceptance of a registrant’s section 8 affidavit, the registration will be
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reviewed by the design coders to ensure that the correct codes have been assigned to the
registration. The USPTO will then notify the registrant of any changes and wil! provide
information about how to request additions or corrections to these codes.  We anticipate
a further improvement in design code quality as a result of this effort,

END
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UNITED STATES PATENT AND TRADEMARK OFFICE

EINDER SECREFARY OF COMMERCE FOR INTELLECTUAL PROPERTY AND
DIRECTOR OF THE URITED STATES PATENT AND TRADEMARK OFFICE

DEC -4 27

The Honorable Tom Davis

Ranking Member, Comittee on Oversight
and Government Reform

House of Representatives

‘Washington, B.C. 20515

Dear Representative Davis:

In accordance with 31 U.8.C. 720, the Department of Commerce, through the United States
Patent and Trademark Office (USPTO), provides this action plan in response to the
Government Accountability Office (GAO) report Hiring Efforts Are Not Sufficient to Reduce
the Patent Application Backlog. The GAQ recommends that the USPTO undertake a
comprehensive evaluation of the assumptions used to establish production goals.

. GAQ’s Principal Findings
The GAQ report draws attention to issues that are of paramount importance to the USPTO. In
particular, the report highlights the fact that the problems associated with the long time to
decision in patent applications cannot be solved by hiring alone. It also recognizes, as does
the USPTO, that attrition of patent examiners can impair the effectiveness of the USPTO's
hiring cfforts

USPTO Initial Response ~ “Flat Gonl Pilot Program”
As noted above, the GAD recommends that the USPTO undertake a comprehensive
evaluation of the assumptions used to establish production goals (for examination of patent
- applications. Even before the GAO published its report, the USPTO appreciated the guestions
and concerns raised by GAO staff during their review process. In direct response to points
raised by GAO staff during their study period — which are also reflected in the GAO’s final
.report — in April 2007 the USPTO initiated a “Flat Goal Pilot Program.” The Flat Goal Pilot
Program tests a new concept in how production is measured. Under the year-long pilot
(April 2007-April 2008), examiners may earn larger, quarterly bonuses for every application
examined above a particular target goal. Early indications are that participants prefer
quarterly, as opposed to annvial, bonuses. They also appear to prefer the per-application
bonus as oppesed to the present productivity award stricture and enjoy the flexibility of
choosing when and how to do their work.

After April 2008, when the USPTO has sufficient data from this year-long pilot, a full
evaluation will be possible. The USP'TO will then determine how the results relate to the
underlying assumptions that form the basis of the pilot and incorporate that information into
future planning.

EO. Box 1450, Alexandria, Virginla 22313-1450 - WWW.USPTO.GOV
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Additional USPTO Action/Response
A somewhat more detailed examination of examiner attrition levels, which the brief GAO

analysis did not undertake, yields a somewhat different diagnosis of the latter issue. In noting
this, we emphasize our complete agreement with GAQ that a strategy of hiring alone is not
sufficient to reduce the patent application backlog. To reduce the backlog, we must continue
to promote appropriate ways to increasing the efficiency and productivity of examination.
We also agree that patent examiner atrition is an important matter deserving further analysis
and attention. Patent examiners are critical to our system of protecting intellectual property
and driving innovation in the United States. The USPTO has achieved notable suceesses in
examiner retention efforts and faces challenges that the GAO study did not address. We will
address some of these successes and challenges below.

Facts About Patent Examiner Attrition
The USPTO has kept attrition statistics for several decades and highly detailed statistics for

the past ten fiscal years (since FY 1998). The following are five facts that have proven
instructive to us in addressing attrition.

(1) Attrition is lower at the USPTO than throughout the Federal workforce. The
USPTO’s atirition rate is Jower than the average attrition rate for Federal workers
(8.5% vs. 11.2%)."

(2) Beyond the first three years of service, the USPTO has nominal attrition. The
average attrition rate for USPTO patent examiners with 0-3 years experience is 15.5%.
The average attrition rate for USPTO patent examiners with 3-30 years experience
is 3.95%.

(3) Attrition in the early years is substantially lower at the USPTQ than at similarly
situated entities. The attrition rate of examiners with 0-3 years experience, though
measurably higher than the rest of the patent corps, appears to be well below the
atfrition rate experienced by similarly situaied entities hiring more than 1,000
engineers in a year.?

! See hitg‘ ://data.bls.gov/cgi-bin/dsry
Business Week, #50 Best Places to Launch a Career,” September 18, 2005,

ers*Given the country's demographics, some accommodation is inevitable. Entry-level hiring is
expected to surge in 2007 by more than 17%, the fourth consecutive double-digit increase, according to
the National Association of Colleges & Employers (NACE). And this could be only the beginning. By
2010, as the exodus of baby boomers from the workforce accelerates, census data suggest, two
employees will be leaving for every new hire entering, and new college grads will be a precious
commodity ¥**

KIS rearuiting is employers' first hurdle, retention is by far the highest. Those employers who
provided the data reported that more than ong-third-of their new hires bolted within three years. And
replacing them isn't cheap. Training costs averaged nearly $10,000 a head, which can add up quickly
when you're hiring more than 1,000 college grads each year, as more than one-third of the ranked
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(4) Higher production reguirements do not translate to higher attrition. Examiners
with the highest production requirements have the lowest attrition rates, and the
examiners with the lowest production requirements have the highest attrition rates. In
fact, 70 percent of all work in FY 2007 was done by examiners with 3 or more years
of experience who exceeded their production goals by an average of 8 percent and had
an average attrition rate of 3.95 percent.

(5) Nearly all examiners exceed preduction requirements. An important majority
exceed it sebstantially, More than 60% of all patent examiners exceeded their
production requirements by at least ten percent in FY 2006.

These facts direct us to focus our attrition analysis on the areas where it is most problematic
and to Jook for solutions that provide all examiners more oppertunity and flexibility.

) The Patent Examination Landscape )
We agree with the GAC’s title conclusion that hiring is not sufficient to reduce the patent

application backlog. In fact, the USPTO has for years reporied to other policymakers and key
constituencies that hiring is necessary but not sufficient as a strategy to address the backlog.
With record-breaking numbers of applications every year and the USPTO already hiring the
equivalent of whole-raunber percentages of American engineering graduates, hiring alone is a
poor long-term policy. The right solution includes a synergistic combination of hiring and
increased efficiency in the system, possibly by leveraging work already being done by patent
applicants, the public and other patent offices thronghout the world. The USPTO has
implemenied several pilot and permanent programs, proposed rules and promoted statutory
changes to effect these goals of increasing quality, reducing redundancy and increasing
efficiency in the system.

The USPTO also believes sincerely in the knowledge, skills, abilities, integrty and work ethic
of its employees. Any solution to address improving the patent system, particulariy
addressing the patent application backlog, must begin and end with an evaluation of its effect
on patent examiners. This is another area where the USPTO has been particularly focused in
the last several years. The USPTO’s approach has been to increase opportunity and flexibility
for examiners rather than to lower standards. The results of giving exatniners more
opportunities and increased flexibilities speak for themselves — higher morale and satisfaction,
and higher productivity and efficiency.

For example, in the last two years, 1,000 patent examiners have started working almost full-
time from home. According to a recent survey of these employees, 83% said their morale

employers do.*** The main reason youhg employees are heading for the exits, oddly encugh, is the
very thing boomers thrived on: the perpetual work day.**#”]

See also, Business Week, *“Best Places te Launch a Career,” September 13, 2007 {*“***Boeing Co.
{BA) (No. 14) is starting to move in that direction. The aerospace giant has one of the lowest retention rates in its
industry (59%), and one way it hopes to improve upon this is by teaching managers how to deliver crificism—
harsh, if necessary—along with praise. ***"]
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improved, Independent analysis demonstrates that — for these same 1,000 patent examiners,
productivity increased by approximately 10%. Other examples of increasing morale end
efficiency by incrensing opportunity aud flexibility are reviewed below.

Additional GAOQ Findings
Together with the GAO, we fully appreciate that the work of patent examination — and
particularty the patent production requirements - is a nuanced, multi-faceted undertaking, not
susceptible to easy “quick fixes.” We must find a way forward that aligns perceptions with
realities and results in an even higher morale, higher performing organization.

The GAO report indicates that many patent examiners work unpaid overtime to meet
production goals, that many examiners leave because of those high production goals, and that
the USPTO’s hiring rate will not reduce the patent application backlog. The GAO report
further suggests that by lowering production goals, fewer examiners would leave the USPTO,
giving the USPTO more employees to combat the patent application backlog. We believe a
thorough analysis of the data does not support cach of those propositions. In fact, the data
shows that lowering standards will incresse the backlog. The data also suggests that the
solution lies in finding the right combination of increased opportunities and flexibilities for
examiners. While we fully agree with the conclusion to further study production goals, we
came to that conclusion for different reasons than the GAO — and provide the following
information in support of our conclusion, .

USPTO’s Atirition Analysis
The USPTO has been analyzing and addressing patent-examiner aftrition with several
innovative techniques since it began increasing hiring in FY2005. First, we have - by careful
data capture — identified an attrition trend line.

Attrition is greatest in the first 12 months from the date of hire. Since 1998, first-year attrition
has fluctuated from a high of 28.3% in FY 2000 to a low of 15.1% in FY 2003, In FY 2007,
first-year attrition for patent examiners was about 15.6%. That is nearly five points, or
twenty-two percent, Jess than the average first-year attrition rate of about 20%.

Second-year attrition again varies, with an average attrition rate over the past nine fiscal years
of around 13.5%. Third-year aftrition over the same period averages around 9.7%. After the
third year, atirition rates decline, hovering around 3.95% for examiners who have been at the
USPTO for 3 - 30+ years.

What Does This Information Mean?
Perhaps surprisingly, first-through-third year patent examiner attrition at the USPTO is much
fower than private-sector attrition in relevant sections such as engineering, computers, and
general technelogy.® To provide some perspective, for the most recent fiscal year (FY2007),
overall examiner aftrition was 8.5%. This aftrition rate compares favorably to overall Federal

3 Seo hitp://data bis.gov/cei-binidsry
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employee attrition which, in calendar year 2006, was 11.2%.*  Turmover in the private seetor,
particularly for engineers and computer scientists (technical areas of hiring focus for the
USPTO), can be even higher, tracked by the Bureau of Labor Statistics at 45.5% percent for
calendar year 2006, and reflecting the tendency of engineers and computer scientists to
change jobs frequently.

‘While our historic 20% attrition rate for first-year employees is significantly less than that
seen in the relevant private sector, the USPTO does not have the same tools available to the
private sector which permit spreading costs of afirition over other business lines. In other
words, we refuse to view higher atirition as “cost of doing business.” Further, we have been
chosen by Business Week magazine as one of the best places in America to launch a career,
and we aim to be an employer of choice who really looks at employees as family members
with whom we want a long-term relationship. Camaraderie is a morale factor that should not
be ignored, and turnover does not contribute to camaraderie.

Our newest examiners represent the furture, and a long career of service to America. We want
fo retain them. Similarly, our most senior examiners represent decades of experience, and
handle the most complex patent applications with facility. While we do not wish to keep
them from a well-deserved retirement, every year we can encourage them to stay with the
USPTO is an exira year that the public benefits from their expertise. For these reasons -
higher than desired front-end atirition and general retirement attrition — we must continne to
focus our retention efforts on the newest and the most senior examiners.

What We are Doin,
‘We are concerned with attrition and our efforts reflect that concern. The USPTO has

remained committed {0 a strong work life quality program, including:

Flexible work schedules (available to all USPTQ employees);
Expansive teleworking programs;

Reimbursement for advanced technical education and law school;
Recruitment bonwses {primarily available to patent examiners);’
Retention bonuses (primarily available for patent examiners);
Special pay increase of 10% for all patent examiners;

Part-time employment available to all employees;

M Bureau of Labor Statistics (BLS) statistic for calendar year 2006, identifying the total percentage of
Federal employees Isaving the workforce for reasons other than retirement or performance — in other words,
employees who quit.

5 To receive a recruitment bonus, the examiner must make a four-year commitment to stay with the
USPTQ, The four-year commitment is based on our attrition analysis which, as mentioned earlier, demonstrates
a strong historical trend toward greatly reduced atirition after three years with the USPTO. The recruitment
bonus is paid in four instaliments ~ 25% up front, and progressive payouts every six months. To maintain
eligibility, examiners must maintain at Ieast “Fully Successful” performance. If they choose to leave before
fulfilling their time commitment, they must retorn a prorated portion {e.g., if they Ieave after six months of
service, they would owe 50% of their upfront incentive) of the recruitment bonus.
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*  “Flat Goal” pilot;®

«  Lap top computers available for work away from the office;
o Increased procuctivity award programs for patent examiners;
o Increased training opportunities tailored to examiners’ needs;
e Focused training for new examiners; and

e Movement toward a nationwide workforce.

Although our patent-examiner recruitment bonus program is only 16 months old (started July
2006), we are already seeing positive results. Among examiners who received recruitment
bonuses, the first-year atirition rate was 10 %, which compares favorably to the more general
first-year attrition rate of 15 % for examiners hired during this same period who did not
receive the bonus. Both are well below the 10-year average of 20%. Of course, one yeat’s
worth of data is not sufficient to indicate a trend, so we are continuing to assess the impact of
recruitment bonuses — and the other above-mentioned incentives — on retention. But the early
favorable results give us hope that reernitment bonuses will be a sufficient incentive to
encourage patent examiners to stay with the USPTO at least three years — until a time when,
given historical attrition trends, attrition drops dramatically, employees become more
comfortable and stay with the USPTO for much longer periods. :

. Previous Recommendations Have Proven Valuable
We are targeting recruitment bonuses for maximum impact on attrition. In addition to
targeting recruitment bonuses for new hires in hard-to-fill examiner positions, we also are
relying on exit interviews for insight as to why people are attracted to the USPTO and why
they leave, The USPTO has a formal exit interview process in place to collect quaniitative as
well as qualitative data on reasons for leaving the Agency. We have discovered that a variety
of reasons exist for leaving the USPTO, ranging from having pursued two job offers before
joining USPTO and leaving shortly thereafter to take the initial, higher-paying or more
geographically desirable job, to a simple incompatibility with the task of examining patent
applications.

The USPTO has also worked with the Office of Personnel Management {OPM) to establish
compatibility criteria and survey applicants before they arc hired, to better identify candidates
snited for the job of patent examination. Currently, every potential patent examiner who
receives a job offer takes our compatibility assessment. Our plan is to make that
compatibility survey tool available to all interested partics, which might help potential
applicants seif-select so only those who believe the USPTO is the place for them take the next
step and subsnit an application,

6 Instituted on Aprit 1, 2007, this one-year pilot is intended to test a new conceptual approach to
production. A variation is already successfully in place in the Trademark Operations, for GS-13 and 14
examining attorneys. The Patent flat-goal pilot is voluntary and currently includes participants. In contrast to
the current yearly production goals, with yearly award payouts, under the flat-goal pilot, goals are set quarterly,
with quarterly award payous.

We are reporting the flat goal (when the pilot is evaluated) under Final Inspection Report No. IPE-15722.
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Impact of the Production System on Atirition
Because aftrition is highest in the first three years after hiring, and quite low thereafter, we

need to review carefully the premise that a production-based system of examination is — in
itself — responsibie for overall attrition.

We appreciate that examiner reports of working excessive overtime suggested to GAQ that
patent examiners’ production goals are too high. We have too much collective experience to
dispute the fact that some employees feel that expectations are too high, and that any given
work pericd is too short a time in which fo complete a task. We are; however, struck by the
fact in Fiscal Year 2006, the most recent year for which we have complete data, more than
60% of patent examiners received a performance award for exceeding 110% of their
production goal. Further, over two thirds of junior patent examiners (examiners at the G5-7
GS-11 levels) received a timely promotion based on demonstrated performance that included
production in excess of 107%. In other words, a majority of patent examiners are not
struggling to maintain “fully successful” levels of performance. They are over-achieving, if
you will, choosing to do more than is required of them - and, appropriately, receiving bonus
money for their efforts,

There is other data suggesting that production goals are at proper levels. For example, a
September 2004 Office of the Inspector General (IG) report indicated that the seven
technology centers they reviewed surpassed the 100-percent production level for the five-year
assessment period. In other words, on average the employees in those technology centers
spent less time than their expectancy production goals to process applications.

It is clear that some patenl examiners leave the USPTO because of their dissatisfaction with
production goals. This does not mean production goals are too high for most examiners, for
the USPTO, or for patent applicants who depend upon timely review of their applications.
This is particularly true for examiners who have been at the USPTO for more than three years,
where 70% of production occurs and attrition averages less than four percent.

Examining patent applications is rigorous work. The USPTO is a performance-based agency,
which is not attractive to everyone. The attrition data and performance award statistics we
have gathered do not compel the conclusion of 2 nexus between attrition and production
requirements, Better initial training, having the right working environment, accessibility 1o
senior employees who can provide gnidance, and more community activities are themes for
improvement that we have heard from employees in exit interviews, at town hall meetings,
and at brown-bag lunches. Most patent examiners appreciate that applicants need a timely
assessment of their applications — and many patent examiners are willing to work above and
beyond minimum requiréments to ensure that applicants are served well, At the USPTO, we
are very proud of the patent examiners and, indeed, all of our employees.

Next Steps
We agree with GAO’s conclusion that hiring alone will not solve the backlog of unexamined

patent applications. We also agree that the assumptions underlying patent-examiner
production goals merit reevaluation, particularly in light of various quality initiatives. The
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USPTO will consider all of these factors as we continue to work with GAQ in evaluating the
underlying assumptions used to establish examiner production goals.

As we hope the information provided ebove makes clear, we are analyzing our attrition data
carefully to determine if there is a nexus between attrition and the production system. If
attrition proves to be unrelated to the production environment, we may find that initiatives
designed to reduce redundancy, leverage existing work, and make applications more focused
are the most meaningful ways to reduce the patent application backlog.

The USPTQ’s plan is to evaluate the full impact on examiner retention of the many work-life
initiatives in progress. If our work-life efforts continue to lower atirition as they have in just
one year, we believe we will have identified the right mix of production standards that
improve our service to the public and offer employees more opportunity and satisfaction.

The USPTO will initiate the following actions as first steps in addressing the recommendation
in the final report:

e Partner with the GAO to gain comprehensive, valid, and meaningful attrition data
from the private sector; ‘

« Provide GAO with regular updates on atfrition/retention results and analysis;
o Pilot additional alternative(s} that are seen as having potential benefits; and

s Provide GAO with data from/analysis of the data from the “Flat Goal Pilot Program.”

On behalf of the USPTO, I wish to express my thanks for the GAC’s thorough review of this
important issue,

Sincerely,
ON W.DUDAS

cretary and Director
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\ UNITED STATES

r PATENT AND
*ix TRADEMARK OFFICE

Under Secretary of Commerce For Intellectual Property and
Director of the United States Patent and Trademark Office
Washington, DC 20231

www.usplo.gov

SEF 23 2002

The Honorable Emest F. Hollings

Chairman, Subcommittee on Commerce, Justice,
State and the Judiciary

Committee on Appropriations

United States Senate

Washington, DC 20510

Dear Mr. Cha«iélan: 7@\/’;’ -

As you may know, my staff at the United States Patent and Trademark Office (USPTO)
have briefed your Subcommittee staff regarding our recently released 21 Century
Strategic Plan. 1 am now writing to provide notification, consistent with Section

605 of the Departments of Commerce, Justice, and State, the Judiciary, and Related
Agencies Appropriations Act, regarding the reprogramming for a number of internal
reorganizations that the USPTO plans to undertake in support of the strategic plan.
These organizational changes, which are part of transforming the USPTO into a more
responsive intellectual property organization, will improve: (1) training and quality;
(2) domestic and international intellectual property policy; and (3) information
technology management.

As part of this proposed reprogramming, the USPTO is making every effort to comply
with Section 605°s required notification to Congress. The enclosed document describes
the organizational changes in greater detail. Please contact me at (703) 305-8600 if you
have any concerns or questions,

Thank you for your consideration.

Sincerely,

7/ 4

J . ROG .
Under, and Director

Enclosure
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\ UNITED STATES
¢ PATENT AND
*x%x TRADEMARK OFFICE

Under Secretary of Commerce For Intellectual Property and
Director of the United States Patent and Trademark Office
Washington, DC 20231

www.uspto.gov

SEP 23 2002

The Honorable Judd Gregg

Ranking Minority Member

Subcommittee on Commerce, Justice,
State and the Judiciary

Committee on Appropriations

United States Senate

‘Washington, DC 20510

Dear Senator Gregg:

As you may know, my staff at the United States Patent and Trademark Office (USPTO)
have briefed your Subcommittee staff regarding our recently released 21 Century
Strategic Plan. ] am now writing to provide notification, consistent with Section

605 of the Departments of Commerce, Justice, and State, the Judiciary, and Related
Agencies Appropriations Act, regarding the reprogramming for a number of internal
reorganizations that the USPTO plans to undertake in support of the strategic plan.
These organizational changes, which are part of transforming the USPTO into a more
responsive intellectual property organization, will improve: (1) training and quality;
(2) domestic and international intellectual property policy; and (3) information
technology management.

As part of this proposed reprogramming, the USPTO is making every effort to comply
with Section 605°s required notification to Congress. The enclosed document describes

the organizational changes in greater detail. Please contact me at (703) 305-8600 if you
have any concerns or questions.

Thank you for your consideration,

Sincerely,

»

o

1. .ROG
er, and Director

Enclosure
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\
UNITED STATES
¢ PATENT AND
*x %y TRADEMARK OFFICE

Under Secretary of Commerce For Intellectual Property and
Director of the United States Patent and Trademark Office
Washington, DC 20231

www.uspto.gov

SEP 23 02

The Honorable Frank R. Wolf

Chairman, Subcommittee on Commerce, Justice,
State, the Judiciary and Related Agencies

Committee on Appropriations

House of Representatives

Washington, DC 20515

Dear Mr. Ch?‘(ézm:

As you may know, my staff at the United States Patent and Trademark Office (USPTO)
have briefed your Subcommittee staff regarding our recently released 21 Century
Strategic Plan. T am now writing to provide notification, consistent with Section

605 of the Departments of Commerce, Justice, and State, the Judiciary, and Related
Agencies Appropriations Act, regarding the reprogramming for a number of internal
reorganizations that the USPTO plans to undertake in support of the strategic plan.
These organizational changes, which are part of transforming the USPTO into a more
responsive intellectual property organization, will improve: (1) training and quality;
(2) domestic and international intellectual property policy; and (3) information
technology management.

As part of this proposed reprogramming, the USPTO is making every effort to comply
with Section 605’s required notification to Congress. The enclosed document describes
the organizational changes in greater detail. Please contact me at (703) 305-8600 if you
have any concerns or questions.

Thank you for your consideration.

Sincerely,

’

U

. ROGAN
VrSewﬂW

Enclosure
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PATENT AND
*x %% TRADEMARK OFFICE

\E UNITED STATES
Ir

Under Secretary of Commerce For Intellectua! Property and
Director of the United States Patent and Trademark Office

. Washington, DC 20231
www.uspto.gov

SEP 23 2002

The Honorable José R. Serrano

Ranking Minority Member

Subcommittee on Comunerce, Justice, State,
the Judiciary and Related Agencies

Committee on Appropriations

House of Representatives

Washington, DC 20515

Dear Representative Serrano:

As you may know, my staff at the United States Patent and Trademark Office (USPTO)
have briefed your Subcommittee staff regarding our recently released 27* Century
Strategic Plan. 1 am now writing to provide notification, consistent with Section

605 of the Departments of Commerce, Justice, and State, the Judiciary, and Related
Agencies Appropriations Act, regarding the reprogramming for a number of internal
reorganizations that the USPTO plans to undertake in support of the strategic plan.
These organizational changes, which are part of transforming the USPTO into a more
responsive intellectual property organization, will improve: (1} training and quality;
(2) domestic and international intellectual property policy; and (3) information
technology management.

As part of this proposed reprogramming, the USPTO is making every effort to comply
with Section 605°s required notification to Congress. The enclosed document describes
the organizational changes in greater detail. Please contact me at (703) 305-8600 if you
have any concems or questions.

Thank you for your consideration.

Enclosure
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Rose, Norma

From: Katopis, Chris

Sent: Monday, September 23, 2002 2:49 PM
To: Rose, Norma

Subject: The Addresses and Titles

The Honorable Ernest F. Hollings

Chaiman, Subcommittee on Commerce, Justice, State, and the Judiciary
Committee on Appropriations

United States Senate

Washington, DC 20510

Dear Mr. Chairman:

The Honorable Judd Gregg

Ranking Minority Member

Chairman, Subcommittee on Commerce, Justice, State, and the Judiciary
Committee on Appropriations

United States Senate

Washington, DC 20510

Dear Senator Gregg:

The Honorable Frank Wolf

Chairman, Subcommittee on Commerce, Justice, State, and the Judiciary and Related Agencies
Committee on Appropriations

U. S. House of Representatives

Washington, DC 20515

Dear Mr. Chaimman;

The Honorable Jose' R. Seano

Ranking Minority Member

Subcommittee on Commerce, Justice, State, and the Judiciary and Related Agencies
Committee on Appropriations

U. 8. House of Representatives

Washington, DC 20515

Dear Ranking Member Serrano:
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U.S. Patent and Trademark Office
Proposed Organizational Changes

ality Assurance and Trainin,

In order to enhance quality, move training to the front lines, and more closely align training
needs to improved quality, we will reorganize a number of quality programs currently spread
throughout the USPTO. Specifically, we will transfer organizations in the Office of Quality
Management and Training (OQMT) info the respective Patent and Trademark organizations.
The proposed reorganization will implement an improved quality assurance program. For
Patents, the revised quality assurance program will be located in each technology center (TC).
For Trademarks, the revised quality assurance program will be centralized into a single
organization. By taking these actions, the USPTO will be able to expand the quality review of
work products and improve the connection between the quality review data collection and the
subsequent training needed to improve examination development.

With regard to training, we will transfer training resources in OQMT to the core program
organizations. Resources currently devoted to patent and trademark work will be realigned to
the respective Patent and Trademark organizations. This will allow the business units to
determine the training requirements needed to maintain and enhance the quality of their products.
Agency-wide training will be transferred to the Office of the Chief Financial Officer and Chief
Administrative Officer (CFO/CAO).

The above-described changes will result in the elimination of the current Office of Quality and
Management (OQMT). Additional staff in the OQMT organization not specifically devoted to
quality or training will be transferred to the Office of the CFO/CAO where they will continue to
perform specialized management studies and analyses, including periodic customer and
employee surveys and data analysis.

Specific changes include the following:

FTP Transfer Funding From To For
6 $ 706,000 OQMT Trademarks Quality Review
24 $4,482,000 OQMT Patents Quality Review
4 $ 697,000 OQMT Trademarks Examiner Training
9 $5,184,000 OQMT Patents Examiner Training
9 $4,665,000 OQMT CFO/CAO PTO-wide Training
11 $1,604,000 OQMT CFO/CAO Mpgmt Analysis
2 $ 243,000 OQMT Patents Tech Center Mgmt
1 $ 117,000 OQMT Trademarks Admin Staff
0 $1.719.000 OQMT All General Training
66 $19,439,000
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Congressional Relations, International Relations, and Enforcement

The current Office of Legislative and International Affairs (OLIA) is responsible for a wide
range of issues pertaining to domestic and international intellectual property law, policy, and
enforcement. To enable the USPTO to better address the increased demands of international
negotiations, legislative changes, enforcement, and Congressional interest in a broad range of
intellectual property issues, OLIA resources will be divided into three components:
Congressional Relations, International Relations, and Enforcement. The new Congressional
Relations and International Relations components will give the USPTO a more effective
interface with Congress and our international partners on a wide range of matters related to
intellectual property. The Enforcement component will focus on the USPTO?s effort to protect
American intellectual property interests worldwide. We will reassign two existing SES
employees and abolish their current positions and advertise the third position using an existing
SES position. The three offices will report to the Deputy Under Secretary of Commerce for
Intellectual Property and Deputy Director of the USPTO acting in the capacity of Administrator
for External Affairs,

Information Technology

The Office of the Chief Information Officer (OCIO) has developed a streamlined information
technology (IT) organization, which will be better able to support changes in business needs and
priorities of our sirategic plan, strengthen IT practices, and achieve principles outlined in the
President’s Management Agenda.

A new organization will be created and responsible for the Enterprise IT Architecture Program.
This will elevate and strengthen the program and ensure consistency with OMB guidelines. The
new organization will focus on an enterprise IT architecture and integration with other key
efforts such as IT security, e-Government, data management, customer information services, and
IT operations. This will allow the USPTO to identify solutions to support business needs that are
consistent with the agency’s enterprise architecture, and ensure that technical design,
development, implementatior, operation, and maintenance support that architecture. - The new
office will result in a cohesive, responsive technical organization that provides a secure
infrastructure with higher performing information systems and lower maintenance costs. Other
divisions in the current CIO organization will be restructured and functions reorganized or
realigned to ensure flexibility and adaptability to changing business needs and more
responsiveness to both internal and external customers.

All chianges within the restructured OCIO will be done within existing positions and staffing
levels. No new/additional positions will be created.
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