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22 July 2002
VIA FAX: «Fax»
VIA EMAIL: «Email»
The «Line1»
«Line2»
«Line3»
«Line4»
«Line5»  «Zip»  USA

In re:
FY 2003 PTO Reauthorization Act - Killing the Goose that Laid the Golden Egg
Dear «Line1»:

I am writing to you today to express my opinion with respect to the FY 2003 PTO Reauthorization Act, now before the U.S. House of Representatives, Committee on the Judiciary, Subcommittee on Courts, the Internet, and Intellectual Property.

I am a U.S. citizen now residing in ###YOUR TOWN AND STATE###. Beyond my status as a U.S. citizen and resident, I hope that you might be interested in my opinion as a U.S. patent practitioner, since the FY 2003 PTO Reauthorization Act is concerned with fees collected by the United States Patent and Trademark Office, and those fees are of course paid in large part by clients of U.S. patent practitioners. Furthermore, to the extent that patents and innovation play a significant role in technology and the U.S. economy, I hope that you might also find my opinion relevant from the standpoint of appropriate policy for the future health of the U.S. economy.

The FY 2003 PTO Reauthorization Act in its present form, while containing many well-intentioned features that might improve efficiency at the PTO and move forward the agenda with respect to harmonization and so forth, contains some drastic increases in fees and changes in the way fees are assessed that I believe have the potential to induce a flight away from the U.S. patent system and seriously impair the U.S. economy.

Quite separate from whether we might personally agree or disagree with particular aspects of the package, many in the patent bar were quite shocked to see what is obviously very profound reform being put through Congress in the cloak of a routine appropriations bill with little chance for studies regarding its likely impact or hearings to let those sectors likely to be impacted adequately voice their opinion regarding the bill to their representatives in Congress.

As a few examples of the profound changes in store for U.S. patent applicants if the proposed fee schedule becomes law, (1) claims fees for an application having 25 independent claims and 65 claims total will go from $2,658 to $258,793 under the proposal, (2) an application containing claim(s) patentably indistinct from claim(s) of 5 other pending application(s) or granted patent(s) will be hit with a surcharge of $26,074 under the proposal, and (3) an application containing 5 cross-references for claiming domestic priority under 35 USC 120, 121, or 365(c) will be hit with a surcharge of $4,000 under the proposal.

All of the analyses I have seen in the media so far seriously understate the damage likely to be wreaked on the U.S. patent system were the FY 2003 PTO Reauthorization Act to become law. For example, I have seen several reports concluding in alarmist tones that fees under the proposal will perhaps double or triple. Unfortunately, such analyses fall far short of the mark, as they do not adequately treat some very significant proposed fees and surcharges. As unreasonable as a doubling or tripling of fees would be, characterizing the bill as being any sort of simple percent- or factor-of-x-type increase vastly understates the drastic and profound nature of this bill. As opposed as I am to the bill, I would not nearly be as concerned if I thought fees were merely going to increase by a factor of two, three, four, or even five.

I believe that the exponential rise in fees for “excess” claims (though the CAFC is certainly making it harder and harder to get adequate protection with small claim sets, even I might guess that 35 independent claims would often be overkill -- but that does not mean I think that a fee of $2,065,872 for independent claims alone is a sane way to deal with such a possibility!) and the various surcharges proposed under the bill (e.g., a surcharge starting at roughly $11k for filing an application with a claim patentably indistinct from a claim in another application or granted patent -- a possibility which, being totally beyond the control of the applicant, is also totally unbudgetable), combined with such reduced prospects for enforcement in the CAFC as have caused many to conclude we are entering an anti-patent era, is likely to scare many current and prospective users away from the U.S. patent system.

Put quite simply -- though it is beyond me whether we are doing it  deliberately or not -- the combination of astronomical increase in fees at the PTO and anti-patent decisions in the CAFC is likely to radically shift the economics way, way over to the side of the graph where one stands to do better as an infringer (pardon, “design-around competitor”) than as a patentee.

Furthermore, proponents of the bill touting the additional fees it would generate for the U.S. government through the dubious mechanism of diversion of PTO fees make a serious miscalculation in my opinion when they assume that they have a captive audience in the persons of the PTO user base.

If current users of the U.S. patent system react as I anticipate they will react, there will be far fewer applicants willing to pay astronomical fees into the U.S. patent system for the dubious pleasure of disclosing their valuable technology to the competition, especially when the small claim sets they are forced to accept and the anti-patentee trends in the CAFC make court battles to prosecute accused infringers little more than an expensive exercise in futility. 

At a time when the U.S. economy can hardly be described as rock solid, this sort of “experiment” -- no less sweeping in its likely impact than the CAFC’s Festo decision, to point out a not-so-unrelated example from the standpoint of a prospective patent owner evaluating the economics of patent protection -- strikes me as a very foolhardy thing indeed.

Perhaps it might be enlightening -- before killing the goose that laid the golden egg -- for the proponents of the bill to put themselves in the place of a patent applicant and ask themselves what they think the perceived “value” of the U.S. patent system will look like to a prospective patentee if the proposal becomes law. It might be a good idea, before passing a bill which so radically alters the economics of patent acquisition, for someone to do the sort of cost-benefit analysis likely to be performed by the cost-conscious applicant who wants reasonable assurance that he or she will be getting something worthwhile for their fees and for the “cost” of disclosing their technology to the competition.

And it is far more than patent fees and whether those fees are available for the use of the U.S. government that is at stake. U.S. patent practitioners like myself -- the people who represent inventors and innovators who produce the technology that fuels U.S. industry -- understand very well the role of patents in promoting innovation. Many of us believe that such a radical change in the fee structure at the PTO will have extremely serious negative consequences for the future health of the U.S. economy.

At the risk of being ridiculed for saying so, I personally have speculated that the CAFC’s Festo decision in 2000 was at least partially related to the so-called dot-com crash that followed, and I am surprised that more have not seen a connection between diminished prospects for patent protection and the fate of venture-capital-backed companies and other innovators, whose fates we know are tied to their intellectual property, which might typically comprise one or two key patents in an emerging field. I have further personally speculated that the continued decline of the U.S. stock market we now witness might be at least partially due to a perception that the CAFC will continue largely undeflected from its anti-patent track despite the welcome restatement of the law of prosecution history estoppel we recently received from the U.S. Supreme Court in its Festo decision.

While it is encouraging that the USSC chastised the CAFC for daring to tread where even the USSC dared not, instead making clear that such areas were for Congress and Congress alone, for better or worse Congress now has the undisputed authority to ruin the U.S. patent system and further devastate the U.S. economy if that is its collective will. I believe that it is my duty as a defender of the U.S. patent system to alert Congress to the very real possibility that the proposed radical increase in fees is a dangerous experiment at a dangerous time.

It is my opinion that we have a classic case of killing the goose that laid the golden egg here. If the bill becomes law and if anti-patent trends continue in the CAFC, I will be very surprised if there is not a flight away from the U.S. patent system.

The sheer astronomical magnitude of the fees must be seen to be believed -- it was hard for many in the patent bar to believe that the proposed fees were not the result of some sort of April Fool’s joke.

A useful experiment might be to take some recent examples of patents issued to companies like IBM, Hewlett-Packard, Microsoft, and so forth, and ask what their fees would have been if the proposal had been in force at the time of their application: I believe you will find instances where the fees would have been in the millions of dollars for a single application! In case you think I am as crazy as we on the patent bar thought this proposal was when we first saw it, please refer to a spreadsheet (Fee calculation GTPrev2.xls) prepared by a colleague for comparing fees under the present schedule vs. under the proposed schedule, which can be downloaded from the following site:

        http://twiki.org/cgi-bin/view/Main/EdSuominen

I challenge you to compare the figures in this spreadsheet to the language of the proposed bill, which can be downloaded from:

http://www.uspto.gov/web/offices/com/strat2001/USPTO_Fee_Leg_and_Sect_Analysis.pdf

By all means please let me know if you find an error -- I fully expected to find an error myself when I first saw the sheer magnitude of the fees under the proposal -- but I think that you will find that there is at least no serious error; if anything I believe fees may in fact be slightly greater under the bill than the spreadsheet indicates. As you can confirm from working the spreadsheet for all of five minutes, we are talking about hundreds of thousands of dollars -- even millions of dollars -- for a single application, given scenarios consistent with the sorts of applications currently being filed by major industry players. Especially striking is the fact that the behaviors subject to punitory-level fees under the proposal are the very behaviors that the case law from the CAFC and PTO policies for career advancement of examiners encourage in U.S. patent applicants.

The author of the spreadsheet has given his permission for you to freely use, post, or otherwise distribute the spreadsheet at no charge. His hope is that the figures will speak for themselves in making the case against this monstrous proposal, which couldn’t have come at a worse time for the U.S. economy.

Given the anticipated increase in fees and the diminished ability to enforce patents in the U.S. courts, I feel ethically obligated to advise my clients to reevaluate the economics of obtaining patents vs. profiting from the inventiveness of others.

I think there are many situations even now, and certainly if the proposed fee increases become law, where a manufacturer or service provider would do better to forego patent protection altogether and instead benefit from those who are paying astronomical fees into the patent system for the dubious pleasure of disclosing their technology to the competition with little hope of enforcing patent rights before U.S. courts which have grown increasingly patentee-hostile over the last five or so years.

Modest proposally yours,


###YOUR NAME AND TITLE###
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