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PATENT OFFICE FEES

THURSDAY, APRIL 19, 1862

House oFr REPRESENTATIVES,
SuBcommITTEE No. 3
oF THE COMMITTEE ON THE JUDICIARY,
Washington, D.C.

The subcommittee met, pursuant to notice, at 10 a.m., in room 346,
Old House Office Building, Washington, D.C., the Honorable Roland
V. Libonati presiding.

Present: Messrs. Libonati, Toll, Kastenmeier, Lindsay, and
Madthias.

Also present: Herbert Fuchs, counsel; and William H. Copenhaver,
associate counsel.

After hearing testimony on H.R. 11015, the subcommittee received
testimony from Hon. David L. Ladd, Commissioner of Patents, U.S.
Patent Office, Commerce Department, on H.R. 10966. A copy of
H.R. 10966 is as follows:

[H.R. 10966, 87th Cong., 2d sess.]
A BILL To fix the fees payable to the Patent Office and for other purposes.

Be it enacted by the Senate and House of Representatives of the Uniled States of
America in Congress assembled, That the items numbered 1, 2, 3, 4, 5, 6, 7, 8, 9,
and 10, respectively, in subsection (a) of section 41, title 35, United States Code,
are amended to read as follows:

“1. On filing each application for an oricinal patent, except in design cases, $40;
in addition, on filing or on presentation at any other time, $10 for each claim in
independent form which is in excess of one, and $2 for each claim (whether inde-~
pendent or dependent) which is in excess of ten.

“2. For issuing each original or reissue patent, except in design cases, $40; in
addition, $10 for each page (or portion thereof) of specification as printed, and
32 for each sheet of drawing.

3. In design cases:

“a. On filing each design application, $20.
“h. On issuing each design patent: For three years and six months, $10; for
seven years, $20; and for fourteen years, $30.

‘4. On filing each application for the reissue of a patent, $40; in addition, on
filing or on presentation at any other time, $10 for each claim in independent form
which is in excess of the number of independent claims of the original patent, and
82 for each claim (whether independent or dependent) which is in excess of ten
and also in excess of the number of claims of the ori: inal patent.

“5. On filing each disclaimer, $15.

“6. On an appeal for the first time from the examiner to the Board of Appeals,
8100. If an oral hearing is not requested prior to any consideration by the Board,
850 of the $100 fee will be refunded; or, alternatively, if the appeal is withdrawn
prior to any consideration by the Board, all of the fee over $25 . ill be refunded.

“7. On filing each petition for the revival of an abandoned application for a
patent or for the delayed payment of the fee for issuing each patent, S15.

8. For certificate under section 255 or under section 256 of this title, $15.

““9. As available and if in print: For uncertified printed copies of specifications
and drawings of patents (except design patents), 25 cents per copy; for design
patents, 10 cents per copy; the Commissioner may establish a charge not to
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exceed $1 per copy for patents in excess of twenty-five pages of drawings and
specifications and for plant patents printed in color; special rates for libraries
specified in section 13 of this title, $50 for patents issued in one year.

“10. For recording each assignment of an application or a patent, $20; for
recording any other paper, $20.” .

Sec. 2. Section 41 of title 35, United States Code, is further amended by
adding the following subsection:

“(c) The fees prescribed by or under this section shall apply to any other
Government department or agency, or officer thereof, except that the Commis-
sioner may waive the payment of any fee for services or materials in cases of
occasional or incidental requests by a Government department or agency, or
officer thereof.”

SEc. 3. Section 31 of the Act approved July 5, 1946 (ch. 540, 60 Stat. 427;
U.8.C,, title 15, sec. 1113), as amended, is amended to read as follows:

‘“(a) The following fees shall be paid to the Patent Office under this Act:
$3“1. On filing each original application for registration of a mark in each class,

5.

“2. On filing each application for renewal in each class, $25; and on filing each
application for renewal in each class after expiration of the registration, an addi-
tional fee of $5.

“3. On filing an affidavit under section 8(a) or section 8(b), $10.

“4  On filing each petition for the revival of an abandoned application, $15.

“5. On filing notice of opposition or application for cancellation, $25.

“6. On appeal from an examiner in charge of the registration of marks to the
Trademark Trial and Appeal Board, $25.

“7. For issuance of a new certificate of registration following change of owner-
ship of a mark or correction of a registrant’s mistake, $15.

“8. For certificate of correction of registrant’s mistake or amendment after
registration, $15.

“9, For certifying in any case, $1.

“10. For filing each disclaimer after registration, $15.

“11. For printed copy of registered mark, 10 cents.

“12. For recording each assignment of a registration, $20; for recording any
other paper, $20.

“13. On filing notice of claim of benefits of this Act for a mark to he published
under section 12(c¢) hereof, $10.

“(b) The Commissioner may establish charges for copies of records, publica-
tion, or services furnished by the Patent Office, not specified above.

“(c) The Commissioner may refund any sum paid by mistake or in excess.”’

SEC. 4. Section 151 of title 35, United States Code, is amended to read as
follows:

**§ 151, Issue of patent

“If it appears that applicant is entitled to a patent under the law, a written
notice of allowance of the application shall be given or mailed to the applicant,
and the Commissioner shall thereafter issue the patent. .

“The issue fee, as specified in item 2 of section 41(a) of this title, shall be paid
within three months after the date of the issue of the patent. However, at the
time of giving notice of allowance, the Commissioner may require a sum, constitut-
ing a portion of the issue fee, to be paid within three months after the date of the
notice of allowance. If payment of this sum is not timely made, the application
shall be regarded as abandoned.

“If the issue fee is not fully paid within three months after the date of the issue
of the patent, the patent shall lapse as of the date the issue fee was due.

“If any payment called for herein is not timely submitted, but is submitted
with the fee for delayed payment within three months after the due date and
sufficient cause is shown for the late payment, it may be accepted by the Com-
missioner as though no abandonment or lapse had ever occurred.”’

SEc. 5. Section 154 of title 35, United States Code, is amended by inserting the
words ‘‘subject to the payment of issue and maintenance fees as provided for in
this title,”’ after the words ‘‘seventeen years,”.

Sec. 6. Title 35. United States Code, is amended by adding the following new
section after section 154:

“*§ 155. Maintenance fees

“(a) During the term of a patent, other than for a design, the following fees
shall be due:

“(1) a first maintenance fee on or before the fifth anniversary of the issue
date of the patent;
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*(2) a second maintenance fee on or before the ninth anniversary of the
issue date of the patent; and
‘(3) a third maintenance fee on or before the thirteenth anniversary of the
issue date of the patent.
In the case of a reissue patent the times specified herein shall run from the date
of the original patent.

‘“(b) A grace period of six months will be allowed in which to pay any mainte-
nance fee, provided it is accompanied by the fee prescribed for delayed payment.

“(e) The first and second maintenance fees may be deferred in accordance with
subsection (f) of this section.

‘“(d) A patent will terminate on the due date for any maintenance fee unless,
as provided for in this section, the fee due (including any fees previously deferred)
is paid or a statement in accordance with subsection (f) of this section requesting
deferment is filed. Such termination or lapsing shall be without prejudice to
rights existing under any other patent.

““(e) Notice of the requirement for the payment of the maintenance fees and
the filing of statements in compliance with this section shall be attached to or
be embodied in the patent, and the Commissioner shall not be required to give
further notice thereof.

“(f) Any inventor to whom a patent issued (or his heirs) and who owns the
patent may within six months of the fifth anniversary of the issue date of the
patent (by a statement under oath) request deferment of the first maintenance
fee if the total benefit received by the inventor or any other party having or
having had any interest in the subject matter of the patent, from, under, or by
virtue of the patent or from the manufacture, use, or sale of the invention, was
less in value than the amount of the fee, and the statement so specifies. The fee
shall thereupon be deferred until the time the second maintenance fee is due and
shall be paid in addition to the second maintenance fee.

“Any inventor to whom a patent issued (or his heirs) and who owns the patent
may within six months of the ninth anniversary of the issue date of the patent
(by a statement under cath) request deferment of the sccond maintenance fee
(and further deferment of the first maintenance fee if such fee has been deferred)
if the total benefit received by the inventor or any other party having or having
had any interest in the subject matter of the patent during the preceding four
years, from, under, or by virtue of the patent or from the manufacture, use, or
sale of the invention, was less in value than the amount of the second fee, and the
statement so specifies. The second fee, or the first and second fees, as the case
may be, shall thereupon be deferred until the time the third maintenance fee is
due and shall be paid in addition to the third maintenance fee and with the same
result if not paid. No deferment of any of the fees beyond the thirteenth
anniversary of the issue date of the patent shall be permitted and the patent will
terminate at the end of the thirteenth anniversary of the issue date unless all
maintenance fees are paid in accordance with the provisions of this section.”

Sec. 7. The analysis of chapter 14 of title 35, United States Code, immediately
preceding section 151, is amended to read as follows:

“Sec.

““151. Issur of patent.

*‘152. Issue of patent to assignee.
“153. How issued.

¢154. Contents and term of patent.
‘155. Maintenance of fees.”

SEc. 8. Subsection (a) of section 41 of title 35, United States Code, is furthe®
amended by adding the following:

“12. For maintaining a patent (other than for a design) in force

“a. beyond the fifth anniversary of the issue date of the patent, $100;
“b. beyond the ninth anniversary of the issue date of the patent, 3200; and
‘“‘c. beyond the thirteenth anniversary of the issue date of the patent, 3300.

‘“13. For delayed payment of a maintenance fee, $25.”

SEc. 9. (a) This Act shall take effect three months after its enactment.

(b) Items 1, 3, and 4 of section 41(a) of title 35, United States Code, as amended
by section 1 of this Act, do not apply in further proceedings in applications filed
prior to the effective date of this Act.

(c) Item 2 of section 41(a), as amended by section 1 of this Act, and sections
4, 6, and 8 of this Act do not apply in cases in which the notice of allowance of
the application was sent, or in which a patent issued, prior to the effective date;
and, in such cases, the fee due is the fee specified in this title prior to the effective
date of this Act.
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(d) Item 3 of section 31 of the Trademark Act, as amended by section 3 of this
Act, applies only in the case of registrations issued and registrations published
under the provisions of section 12(c) of the Trademark Act on or after the effective
date of this Act.

SEc. 10. Section 266 of title 35, United States Code, is repealed.

The chapter analysis of chapter 27 of title 35, United States Code, is amended
by striking out the following item:
¢*266. Issue of patents without fees to Government employees.”

Mr. LisoxaTi. Now, will you proceed with H.R. 10966?

Mr. Lapp. I have filed with the committee copies of my prepared
§‘t(i)1$,ement,, which has three sets of appendixes labeled “A’”’, “B”’, and

Knowing the pressure of time upon the Congressmen generally,
and upon this committee in particular, I do not intend to read that
statement.

Mr. LisonaTi. This statement is really a compendium or report;
is it not?

Mr. Lapp. Yes; it is.

Mr. LisoNaTI. It is a book.

Mr. Lapp. Yes, I think it could be described that way.

Mr. LisonaTi. Will you proceed to analyze and summarize what
you desire as to the need and necessity of this program, and what
caused you to initiate it?

Mr. Lapp. I shall be pleased to, and I shall do it as briefly as
possible, because it is my understanding that this committee would
like to complete hearings this morning, including the other witnesses
who wish to appear.

Let me point out, first of all, that H.R. 10966 is intended as a
substitute for H.R. 7731. Let me explain very briefly what we con-
sider the differences between the two bills to be, aside from the differ-
ences in the particular fees which are contained in the two bills.

Both bills, of course, are concerned with raising revenue. H.R.
10966, unlike H.R. 7731, is intended as well to provide economic in-
centives to exert what we believe to be a beneficial effect upon the
prosecution and examination of patent applications in the Patent
Office. We were gratified to see that some of the changes in H.R.
10966 are counsistent with the report of two committees of the New
York Patent Law Association, which, I must point out, is still under
consideration by the board of governors of that group, indicating that
some of the shifts from the fees in the first bill to those in the second
bill are consistent with their recommendations.

Specifically, one of the committees called the Halle subcommittee—
and 1 will submit for the record an issue of the April 1962 New York
Patent Law Association Bulletin containing the statement—was not
averse to increasing filing fees. Tt suggested ‘‘increasing final fees to
as much as $75 or $100, and perhaps devising some method of collect-
ing higher filing or final fees for cases with lengthy specifications,
numerous drawings, which require substantially greater serivce from
the Patent Office than ordinary or average cases.”

I will leave this for the record.
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Mr. LisoNaTi. It may be so incorporated in the record.
Mr. Lapp. Thank you, Mr. Chairinan.
(The article from the bulletin referred to follows:)

The Dampier committee recommended that ‘“‘the increase in the fee charged
for initial filing of a patent application be kept to a minimum.” They suggested
that the ‘“increase be made in such categories as fees for claims allowed, appeals
fees and assignment fees—in short, fees whose impact on the indigent inventor
is not as direct as in the case of the initial filing fee.”

The Halle committee, on the other hand, was not averse to increasing filing fees.
It suggested “‘increasing final fees to as much as $75 or $100 and perhaps * * *
devising some method of collecting higher filing or final fees for cases with lengthy
specifications, numerous drawings, which require substantially greater service from
the Patent Office than ordinary or average cases.”

Blimination of “‘deadwood.”—In discussing the argument that one function of
maintenance fees is to deter worthless applications or eliminate unimportant pat-
ents, the Dampier committee pointed out the serious risk that was involved in
drawing the line between good patents and “deadwood.” A patent, they said,
might not be commercialized because adequate financing was not then available
or the time was not ripe for the introduction of the product, whereas it might
become a valuable patent a few years later; the Goddard rocket patents being
cited as an example. Such a patent, they concluded, might well be dropped be-
fore it was ready for commercialization if high maintenance fees were in force.
The Halle comnmittee questioned the use of maintenance fees to eliminate ‘“dead-
wood,” indicating that raising filing fees was perhaps a more appropriate approach
to the problem.

The Halle committee made the point that if Patent Office fees were pushed too
high there would presumably be a corresponding reduction in the revenues col-
lected from patent owners as income taxes. The committee also felt that since
the Patent Office is of immense value to the general public as a unique storehouse
of technical information, the general public should be primarily responsible for
supporting it.

Mr. Lapp. Now, as this committee knows, this is another in a series
of bills which have been submitted to this committce tor the purpose
of raising Patent Office fees. To indicate to this committee the
concern of other members of Congress, as expressed in other congres-
sional committees, we have attached in appendix C, as C-1, state-
ments made by members of the House and Senate Appropriations
Committees, both present and past, relating to Patent Office fees.

I am not going to read this. I can refer to these charts, rather than
going through the whole presentation. ‘ )

I might say, before I turn to these charts, that no one likes higher
fees any more than anyone likes higher taxes. They are never
greeted with enthusiasm, and they are accepted only when there is a
demonstrated need for them. I intend now to demonstrate that need.

This chart, figure 1, which is supported by table 18 in one of the
appendixes, indicates the income and operating costs of the Patent
Office.

Let me stop here for a moment, Mr. Chairman. All of these
figures which I am going to show here are also incorporated in appen-
dix A, so you may follow them right at your desk, if you like.

This chart, figure 1, shows the course of the Patent Office operating
costs and income from 1910 to the present. If one looks at the
period around 1940, we see the beginning of a divergence between
operating costs and income. Please note on this chart that during
the period 1910 to 1940, the Patent Office was substantially entirely
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self-sustaining. From that period on there has been an increasing
gap to the place where today we recover approximately 31 percent of
our (})perating costs as against, for example, 100 percent in the mid-
1930’s.

Figure 2, which is supported by table 20 in the appendixes, indicates
that the rise in the cost of operating the American Patent Office is
consistent with similar rises in other countries.

On this chart we have used various countries—Canada, Denmark,
the Netherlands, Sweden, the United States, Great Britain, Switzer-
land, and Germany. We have used the average for the years 1930
to 1939 as 100, using that as a base.

Using that as a base, we can see that the U.S. expenses are now a
little short of 500. The Netherlands, for example, over 800; Canada,
over 1,100; and so on. The conclusion to be drawn, therefore, is that
the expense of operating these Patent Offices has risen.

Figure 3, which is supported by table 19, shows the recovery of
patent costs, with 100-percent recovery along the medial axis. These
arrows to the right indicate that Switzerland, Germany, and Denmark
actually run their offices at a profit. The arrows on the left show that
Sweden, Great Britain, Canada, the Netherlands, and the United
States run their patent offices at a loss, and that the U.S. loss in
operating its Patent Office is substantially greater than any other
country.

Mr. LiBonati. What is the comparable amount of business that
each has done? Certainly it is no support to your argument that
small countries operate at a profit and large countries operate at a loss.
Why do you feel that it should be self-sustaining, in view of the fact
that the Patent Office is a typically different public service than any
other department?

Why do you not get to the meat of your argument?

Mr. Lapp. I will try to address myself to that question.

I am trying to make a more modest point. I am not contending
that, as a matter of principle, the Patent Office should be entirely
self-sustaining. What I have tried to show is that countries, both
large and small, abroad do recover in some cases more than their
total operating costs, but, in any case, a substantial part of it.

The other point that I am trying to make with this presentation —
a very minimal one—is that historically it has not been out of the
question to consider the fact that the Patent Office might be entirely
self-supporting. As a matter of fact, I might explicitly explain here
the premise upon which this bill has been built. It is based upon a
policy of the Bureau of the Budget.

I have delivered to the committee a letter from Mr. Bell, Director
of the Budget, setting forth that policy—or reiterating the policy, I
should say—supporting this bill.

Mr. LiBonaTi. Does the bar association support this contention?

Mr. Lapp. There will be a representative of the bar association
here later, and I think it is safe to say that they do not.

Mr. LionaTr. Is it my understanding that most of the fees for
the patents are paid by lawyers?

Mr. Lapp. No, that is not correct, Mr. Chairman.

Mr. LiBonaTi. It is not like a divorce practice, is it?
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Mr. Lapp. I am not familiar with divorce practice at all, Mr.
Chairman. I might add, I am a bachelor.

The policy of the Bureau of the Budget, Bulletin No. 58-3, later
restated and amplified, and the date of that is November 13, 1957.
It is restated and amplified in circular A-25, dated September 23,
1959. And I might state briefly for the committee what it is.

The policy is that in those instances where there is a dual benefit,
a general public benefit and a specific benefit to an individual, that
there should be some equitable distribution of the costs of operating
the Government service. In this case H.R. 10966 is premised upon
75 percent recovery, using our 1962—-63 budget as a basis for the esti-
mate.

So T might add that this assumes that full recovery would occur
immediately under this bill. That is not the case because the main-
tenance fees and certain other fees, which I shall discuss later, would
not come fully into operation until 13 years after the enactment of
the bill. Tt would be some time before we achieve that percentage
of recovery.

(Bulletin No. 58-3 and circular No. A-25 referred to are as follows:)
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EXECUTIVE OFFICE OF THE PRESIDENT

BUREAU OF THE BUDGET
WASHINGTON 25, D.C.

BULLETIN NO. 58-3 . November 13, 1957

1
TO THE HEADS OF EXECUTIVE DEPARTMENTS AND ESTABLISHMENTS

SUBJECT: User charges for certain Govermment services

1. Purpose. This Bulletin calls for the preparation of legislative
proposals essential for the development of an equitable and uniform
Govermment-wide policy on charges for certain Government services or
property.

Following a careful and thorough joint interdepartmental review of
this problem, the President has approved the recommendations made to him.
The review, including these recommendations, is attached for information
and guidance.

The President has requested the Bureau of the Budget to initiate
actions in accordance with those approved recommendations. This Bulletin
therefore requests each executive agency to prepare legislative proposals
for removing all present limitations or restrictions on the agency's
authority to (a) recover full costs for Government services which provide
a special benefit; and (b) obtain a failr market value for Government-
owned resources or properties sold or leased.

This Bulletin supersedes Bureau of the Budget Circular No. A-25
dated November 5, 1953, the coverage of which was more limited.

2. Coverage. Except for the specific exclusions mentioned later
in this Bulletin, the legislative proposals should include all areas in
which existing legislation prohibits or restricts the application of
charges or fees. The proposals should also include areas in which exist-
ing legislation 1s silent on the subject of such charges but where the
agency considers an expression of congressional policy desirable prior
to initiating charges.

Legislation shell be considered restrictive when it does not permit
full cost recovery by the Federal Government for Federal services or
products provided which convey to some recipients a special benefit
above and beyond that accruing to the public at large. In addition,
legislation shall be considered restrictive if it hampers (a) the real-
ization of a fair market value from the sale or use of federally owned
resources or property or (b) the application of sound business manage-
ment principles and comparable commercial practices in the sale of such
resources and property.
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The areas excluded from the attached document (see second paragraph
under "Coverage") are also excluded from the provisions of this Bulletin.
In addition, this Bulletin does not apply to the disposal of property under
approved programs to charitable, govermmental, and related agencies or
instrumentalities.

3. Data to be submitted. Legislative proposals will be submitted
to the Buresu of the Budget in accordance with Cilrcular A-19, Revised, not
later than February 1, 1958. They shall be accompanied by a short ex-
planation of their background and effect.

4. Other actions. In those areas where present legislative anthority
is adequate and no legislative proposal is sulmitted, the head of each
sgency should determine and act on applying user charges in his agency in
accordance with the recommendations in the attached report and the provisions
of exsting law. These actions should not be deferred pernding efforts to
remove or clarify legislation restricting user charges in other areas.

By direction of the President:

PERCIVAL P, BRUNDAGE
Director

Attachoent
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Attachment
to Bureau of the Budget
Bulletin No, 583

USER CHARGES FOR CERTAIN GOVERNMENT SERVICES

The problem

Among the mmerous services performed by the Pederal Goverment in
the public interest, many provide an added special benefit to individu~
als or groups, The Govermment is also extensively engaged in the sale
and leasing of Goverment-owned resources and property. Uniform
Goverment-wide policies or procedures for applying user charges,
however, do not exist, Varliations in charges for similar activitles
oxist between and even within agencies, resulting in hidden subsidies,
insquities, and a burden on the general taxpayer, Efforts to correct
the present situation have been piecemeal and have had only limited
success, The President, however, on several occasions has stated his
f2irm belief in the principle that, as a matter of equity, the recipients
of the special benefits should pay for the full applicable cost of the
special services provided, and that a fair market value should be
obtained from the use or sale of Govermment-ocwned resources or property.

Joint interagency study

To achieve the above objective, the President requested that
several executive agenclies Join together to study the problems involved
and make any necessary recomendations to him, In the resulting report
an overall review of agency user charge practices has been made and
recanmendations have been developed with respect to (1) general
policies governing charges, (2) specific standards snd criteria to be
used in determining fees, and (3) measures for implementing a positive
user charge program,

Coverage

The scope of the study was Govermment-wide in its application,
but the study itself covered only a selected number of agencies and
operations within those agencies. The activities exsmined on a sample
basis included: licensing; testing, inspection and grading; use of
air and water navigation aids and facilitiss; use of monsy and credit;
publications; maps, charts, and aerial photographs; special studies,
recreation and tourist facilities; grazing; oil, gas, and mineral
leasing and mining claims; miscellaneous land uses; anmd use of Govermment-
owned patents, Selscted operations which reflect the major non-Federal
users or beneficiaries within each of these gemsral activities were
examined,

It was agreed that even though there had been a request to examine
the fee aspects of water resources (power, flood control and irriga-
tion), this area should be excluded from the study because comprehensive
recent studies already exist, Similarly, the areas of postal rates,
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fringe benefits for military and Federal employses and sals of surplus
property have been excluded from the scope of this review, Almo ex~
cluded are the activities of the legislative branch, the Judiciary, and
the municipal govermments of ths District of Columbia and the Canal
Zom.

General situation

Basically there are two hroad categories of charges -- those
related to recovering the cost of providing a special service or benefit,
and those concernsd with recovering a fair market value for the use or
sale of federally owned resources or property. With respect to the
first, there is no consistent approach in the application of user charges.
In some cases, the special services are provided by Govermment agencies
without charge, In others, the fees are equal to & portion of the costs,
and in & few instances the full cost of providing the service is re-
coveredy The method of determining costs varies from agency to agency.
In scme cases, all or a portion of the revenwes are eammarked for use
by the agency, while in others all receipts are deposited as miscellaneous
receipts in the genersal fund of the Treasury, In several areas, the
exact smount of the charge is specified in legislationj in others,
legislation provides for a charge but the exact amount is left for
administrative determination; in a number, a charge is neither specifi-
cally called for nor prohibited by legislation, but is based on an
administrative determination; and in some ipstances a cherge is pros
hibited by law,

lustrations of varying practices

Soms exmmples illustrative of different agency charge practices
are set forth below,

1, In the licensing activity, the charges range from msro
to 100 percent of the costs. No charge, for example, is made
for ths issuance of Federal Communications Commissiom armd
Interstate Commerce Commission regulatory licenses, On the
other hand, the regulatory operation concerned with the national
banks by the Comptroller of Currency is self-sustaining, and
the issuance of patents aml the registration of trademarks by
the Patent Office is approximately LS percent selfesustaining.
Within the Federal Power Commission, the licensing of utility
company hydroelectiric power facilities is nearly self-sustaining,
whiles a campargble license in the natural gas field is provided
free.

2, In the field of publications, some agencies refer
requests for publications to the Superintendent of Documents,
who sells them, Othsr agencies provide a similar type of
publication free, In fact, the aame publication may be for
sals by the Supsrintendent of Documents and given away free by
the sponsoring agency,
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3. Frr maps and navigation charts, the sales price is
generally determined by applying a modified proportional cost
concept (full cost of printing and distribution, including
plate preparation for all copies) in contrast to the incremental
cost concept (cost of printing and distribution of only those
additional copies to be sold), which is used as the basis for
establishing the sale price of publications sold by the
Superintendent of Documents, A much greater proportion of
printed maps are sold than is the case for publications.
Although the practices in the mapping agencies are generally
uniform, there are some inconalstencies as, for example, in
the case of the Corps of Engineers, One Corps district dis-
tributes its waterway bulletins and navigation charts free,
while another district applies a nominal charge.

he In the use of money and credit, the Export-Import
Bank recovers costs. But this is one of the few cases of
complete recovery, since the rates charged by most lending
agencies are considerably below costs because of statutory
limitations or program considerations,

S. In testing and inspecting, the General Services
Administration recovers costs for product qualification tests
for procurement, while the Department of Defense pays a large
share of the costs of similar tests, Within the Department of
Health, Education, and Welfare, the Food and Drug Administration
recovers the cost of testing batches of antibiotic drugs, while
there 1s no charge for batch tests of vaccines tested by the
Public Health Service, another bureau in the same Department.
Due to various provisions of law, international agreements,
and administrative regulations, the charge policy for
inspections performed outside regular duty hours varies between
inspecting agency (Treasury, Justice, HEW, Agriculture, and
others), location, day of the week, and also the type of
transportation inspected.

6. The Federal-aid highway program may be considered to
be on a self-sustaining basis, while the Govermment recovers
only a relatively smell portion of the costs of providing
airway and inland waterway navigation aids and facilities.

7. In the recreation area, the costs of conducting tours
of dams are now recovered by the Bureau of Reclamation, but
no charge 1s made by the Corps of Engineers.

Similar variations exist in the choice of methods used in determi-
ning charges for the use or sale of Govermment-owned resources or
property. The charge may be based on competitive bidding in one agency
for a resource or use of land while in another agency the charge for the
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ssie resource or use is determined by appraisal or is based on a fee
schedule not nscsssarily related to market valus, In scms instances,
the smount charged is specified by lsgislation enacted many years ago,
and despite changes in valuss or conditions, the rate has remained
the same,

8. There is a wids variation in charges between Federal
agencies md private campanies Hr grasing privileges on similar
rmge land, For exmpls, in the Klamath md Lake County area
of Oregon within a radius of 100 miles, the fees per cow-month
for range land, much of which is similar in value, vary as follows:

Bureau of Land Management (Interior) $.15
Forest Service (Agriculture) .
Indlan Service (Intericr) 1.38

Weysrhauser Timber Campany (private) ¢99-1,08

In a 1953 study made by the Farest Service comparing the sme
type of privately owned laxd with national forest land, the
following extrems differences in charges for cattls were noted:

Average Average
1953 fee 1953 fee
per cow=month per cow-month
on nationa) for similar
State National forest forests private land
Montana Lewis and Clark $.78 $5600
Colorado  Unocompahgre «65 6450
Arizona Apache oli2 2,50 to 5,00
Idaho Boise «50 he80
Utah Dixie «67 5400

9 With respect to oil and gas leasing, the aituation
adjacent to the San Jum River in southern Utah is repressntative
of the variation in governmental chargs policies, The Navajo
reservation lies to the south of the river and public damain on
the north side. Several oil companies paid rentals of $1.00 per
acre for the public domain for & S-year lease, whils at approxi-
mately the zame time they paid $6,25 in rentals per acre for
S years plus a benus ranging from $1,27 to $129.00 per acre for
lsases within the reservation, The charge for a noncampetitive
S-year lease of public domain lands je one~third lower today
than it vas from 1935 to 1940, Likewise, the charge for oil snd
gas leases on lands that have beean acquired by the Govermment
is lower today than it was in 1947. The present charge is $1,00
per acre for a Seyear lease compared to the 1947 rate of $5.00
por acre for a similar period plus a bomus, In the cass of
acquired lands administered by the Farest Service, the average
bomus mounted to over $19,00 per acre priar to 19u7,
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A1l leases involving Indian lands and the Outer Contimental
Shelf require campetitive tddding, In contrast, on public domain
and acquired lands, no competitive bidding is required when the
lands are outside the boundary of a known geologic stiructure,
These noncompetitive leases represent over 95 percent of the
pumber of leases, acreage under lease, and workload.

10, In the case of mineral leasing, the Govermment receives
a 25 cent per acre annual rental for prospecting permits for
certain minerals, whils psrmits for other minerals are granted
on spproximately 2 million acres with no dharge.

11, Under the mining laws, title to the land is granted
the claimant for $5.00 per acre, irrespective of timber ar other
nomineral values, which may be worth several hundred dollars per
acre, The $5,00 fee was established in 1872 md has remained the
same since then,

Many of the special benefits provided by the Govermment service
represent hidden subsidies which have developed over the years, and, in
same cases, reflect efforts vhich were made to stimulate an "infant®
industry or provide temporary aid to a specific segmaent of the popula-
tion, As these benefits end suvbsidies continmusd, the recipients became
accustomed to them, and now naturally oppose initistion of charges or
any increases, Increases have not been made in many fees even though
costs to the Government ad values to the recipient have risen manifold,

Progress to date

Many inequitdes have been noted during the past several years, and
the administration has initiated corrective action in a mummber of areas,
incdluding the following:

l, New and substamntially higher filing fee schedules
have been established by the Buresu of Land Mansgement for
public land transactions, This has raised annual receipts
from this source from $397,000 to over $842,000 in the past
few years,

2, After request by the Depertment of State, the
Congress repealed a fixsd service charge, established in
1789, for authenticating copies of records, thus permitting
the establishment of charges commensurate with current costs.

3. The Bureau of the Budget issued Circulars on fees
for licensing, registration and related activities (A4=25)
and for copying, certification, and search of records (A-28).
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he Separate laws wers passed to assess a reasonable
registration end renewal fee for brokers under the Commodity
Exchange Act and to increase the fees for exscuting passport
applications, Legislation to increase patent fees was also
proposed in the last Congress to raise the proportion of costs
(as currently calculated) recovered by the Patent Office from
LS percent to 78 percent,.

S5« Fees have also been increased for a mmber of uses
of Federal land, such as grazing on the public domain, the
sale or lease of amall tracts on the public domain, summer
home sites on the national forests, entrance to various national
parks and monuments.

Progress has thus been made, but it has been plecemeal ard quite
limited in scopp, In some cases the Congress rescinded actions taken
by the Executive Branch, or caused a deferral of administration plans
to increase charges. The Congress, for example, passed legislation
discontinuing the fees which were being charged for certificates in
lieu of lost military dischargess In view of studies being conducted
by Senate Committees, action was deferred on the charging of fees for
licensing, registration, and related activities as proposed by the
Bureau of the Budget. The study of fees for Government services which
was completed by the Senate Cammittee on Government Operations on
February 1, 1956, cncluded that the congressional camaittee having
oversight jurisdiction of the agency providing the epecial benefit
should (1) ascertain the need for adjusting fees and (2) initiate
appropriate legislative action required to implement the agency fee
program,

Concluslons

The problem chould be examined from the viewpoint of the
Goverrment as a whole, While limited success might be obtained by
contimuing a plecemeal approach, greater strides can bes made from a
Government-wide approach to assure equity and comparability in charges
for related services and for use or sale of Government-owned resources
or properties, It is felt that this approach would enlist the support
of groups concerned with the general overall objectives of equity,
fairness to the general taxpayer, and fiscal soundness. It would
provide the basis for eliminating arguments sometimes advanced by
individual pressure groups that they have been singled out for discrim-
inatory treatment, In addition, it is believed that the existence of
@ clear expression of adminietration and congressional policy would
provide the necessary stimulus for an aggressive programe

The successful implementation of the recommendations shich follow
will (a) provide greater equity in the provision of Govermment services,
(b) reduce pressures for special services, (c¢) provide a yardstick to
evaluate future legislation and program requirements, amd (d) increase
receipts by many millions of dollars annually,
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Recommendations

That an active approach to the solution of the user charge problea
be developed and that the following policies and principles be adopted
on a Goverrment-wide basiss

A, General policy for charges

1, Cost recovery for services. Wwhere a service (or privi-
lege) provides special benefits above and beyond those
vwhich accrus to th> public at large, a charge should
be imposed to recover the full cost to the Federal
Govermment of rendering that service, For exsapls,

a special benefit will be considered to accrue ad a
charge should be imposed when a Covermenterendered
service:

2, Enasbles the beneficlary to obtain more immediate
and substantial gains (sometimes measurable in
monetary teims) than those which accrus to the
general public (e.ge, granting a patent); and/or

be Provides business stsbility or assures public
confidence in the busiress activity of the benpe-
ficiary (e.ge, certificates of necessity and
convenience for airline routes); amd/or

¢e Is performed at the reqpest of the recipient and
is above and beyond the services provided to other
members of the sane industry or group, or to the
gensral public (e.g., passports, visas, airman's
certificates),

2, Sdle or use of federally cuned resources or property.
The fair market value should be realized from the
sale or use of federally owmed resources or property.
Sound business managment principles and comparable
cammercial practices should be followed so far as
practicable and feasible, Generally this activity
should be revenus producing and should not be based
on the recovery of costs alone,

B. Costs, fees and receipts and their determination

1, Agency responsibility. The primary responsibility for
the initiation and development of a program of charges
end fees continues to be in the agency. The agency
should:

8, Determine the extent of the special benefits
provided,
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be Apply accepted govermmental accounting principles
:in determining costs,

¢, Establish the charges, and

d. In the case of the use or sale of Govermment-owned
resources or mroperiy, apply sound business
management principles and comparable ccamercial
practices,

Determination of costs to be recovered, The computation
of the cost to the Federal Goverment of providing
services shall be in accordance with accepted govern-
mental accounting principles, Costs shall be determined
or estimated from the best available existing records in
the agency, and should not necessitate the establishment
of new cost accounting systems, The cost computation
shall include all direct and indirect costs of carrying
out the activity, including but not limited to:

a. Salaries, employees leave, travel expense, rent,
cost of fee collection, postage, maintenance,
operation and depreciation of buildings and
equipment and payroll burden costs (e.g., retire-
ment and employee insurances);

b, A proportionate share of the Cabinet department
(or other agency) supervisory costs;

Ce A propartionate share of militery pay and
allowsnces, whers applicable;

d, The costs of enforcement, research, establishing
standards, and regulation to the extent the asgency
head determines these costs are properly chargeable
to the activity.

Establislment of fees to recover costs. The maximum fee
will be governed by the total costs involvad and not by

the value of the service to the beneficiary, The rate of
fee established should not seriously impair the objectives
of the program or other public policy. The cost of
providing the service shall be reviewed at least once every

- three years and the fees adjusted accordingly.

The agency may make exceptions to recovery of full
costs under the illustrative conditions stated below:

a, The cost of collecting the fees would be an
unduly large part of the receipts from the
wu‘iwo
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be The furnishing of the service without charge is
an appropriate courtesy to a foreign country ar
international organization.

Cce Comparable fees are set on a reciprocal basis with
a foreign country, (In line with the policy of
requesting legislative changes for the removal of
legal limitations, the Department of Stats should
endeavor to renegotiate those international
sgreements which prohibit the establisiment of a
fair and equitable user charge for special benefits
provided by the Federal Govermment.)

d. The special beneficiary is engaged in a nonprofit
activity designed for the public safety, health,
or welfare,

e, FPayment of the full fee by a State, local govermmsnt,
or nonprofit group would not be in the interest of
the program.

The application of such exceptions would be subject to
the review, when necessary, of the advisory committee on
fees and charges (see Recommendations for Implementation
of Policy).

Disposition of receipts. All receipts shall go to the
general fund of the Treasury ae miscellansous receipts
except:

a, Where it is intended that an agency or program or scme
part of a program be operated on a fully self-sustaining
basis from receipts for services performed or proceeds
from the sale or use of Govermmenteowned resources or
property.

b, Where the agency head can demonstrate that ear=
marking of receipts is necessary to encourage the
initiation or increase of fees or charges,

cs Where the receipts are used to offset the cost of
authorized special services or programs for which
the demand is irregular and unpredictable, such as
inspections perfomed upon request outside of
regular duty hours,

The present system of sharing receipts with States and
counties for the use of land and sale of resources
should be left undisturbed,
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Ce Recommendations for implementation of policy

To implement an equitable and uniform user charge program in
line with the general policles, it 1s recommended that:

1,

2,

3e

k.

The Bureau of the Budget request the executive agencies
to prepare legislative proposals removing all present
limitations or restrictions on the agencies! authority
to (a) recover full costs for Govermment services which
provide a special benefit; and (b) obtain a fair market
value for Govermment-owned resources or propertiee sold
or leased, These proposals should incorporate a
recomnended expression of congressionsl policy om
charges and fees, and authorize the President to initiate
such rules, regulations, and advisory groups as he deems
necessary to implement an sggressive and continuing user
charge program throughout the Govermment.

The agency moposals should also include areas where
legislation is now silent on the initiation of user
charges axd where the agency considers an expression
of congressional policy desirable prior to initiating
charges,

This progran of user charges should bs carried through
within the existing govermmental framework in both the
agencies amd the Burean of the Budget, The Bureau of
the Budget would continue to exercise its coordinating
role,

After enactment of authoriszing legislation, the President
should designate an advisory camittee of five qualified
persons, familiar with Govermment operations, to advise
the President and the agencies and to provide guidance
to the Bureau of the Budget on the public policy con-
siderations involved in applying user charges. The
advisory committee would concern itself principally with
determinations of the extent of public interest or
special intersst on those issues referred to it by the
agencles or by the Bureau of the Budget. The Bureau of
the Budget would furnish the secretariat for this
coamittee, -

Increased efforts to carry out the recommended policies
should be effected in those :z—eas where legislative
authority already exists for initiating or increasing
charges, concurrent with the efforts to obtain
legislation for the removal of restrictions in other
areas,
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EXECUTIVE OFFICE OF THE PRESIDENT

BUREAU OF THE BUDGET
WASHINGTON 28, D.C.

September 23, 1959 CIRCULAR NO. A-25
T0 THE HEADS OF EXECUTIVE DEPARTMENTS AND ESTABLISHMENTS N
SUBJECT: User Charges

1, gse. DBarean of the Budget Bulletin No. 58-3 of November 13,
1957, set To: some general policies for developing an equitable and
uniform system of charges for certein Govermment services and property.
This Circular incorporates the policies contained in that Pulletin and
gives further information with respect to: (a) the scope of user charge
activities; (b) guidelines for carrying out the approved policies; and
{c) agency subtmission of periodic status reports. It also prescribes
Standard Form No. b4 on which periodic status reports are required.

Bacause this Circular applies also to the arees previously covered
by Bureau of the Budget Circular No, A-28 of Jamuary 23, 1954, that
Circular is hereby rescinded.

2. Coverage. Except for exclusions specifically made hereafter, the
provisions of ’Egge Circular cover all Federal activities vhich convey
special benefits to recipients above and beyond those accruing to the

public at large. The specific exclusions which contime to be governed

by separate policies are fringe benefits for military personnel and civilian
employees; sals or disposal under approved programs of surplus property;
postael rates; interest rates; and fee aspects of certain water resources
projects (power, flood control, and irrigation). In addition this Circular
does not apply to activities of the legislative and judicial branches, the
manicipal govermment of the District of Columbia, the Panama Canal Company
or the Canal Zone Govermnment,

3. General policy. A reasonable charge, as described below, should
be made to each identifiable recipient for a measurable unit or amount of
Goverrment service or property from vhich he derives a special benefit.

a. Special services.

(1) vhere a service {or privilege) provides special benefits to
an identifiable recipient above and beyond those which accrue
to the public at large, & charge should be imposed to
recover the full cost to the Federal Govermment of rendering
that service. For example, a special benefit will be con-
sidered to accrue and a charge should be imposed when a
Govermment-rendered service:
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{a) Enables the beneficiary to obtain more immediate or
substantial gains or values Swhich may or may not be
measurable in monetary terms) than those which
accrue to the general public (e.g., receiving a
patent, crop insurance, or a license to carry on a
specific business); er

(b) Provides business stability or assures public confi-
dence in the business activity of the beneficiary
{e.g., certificates of necessity and convenience for
airline routes, or safety inspections of craft);
or

(c) 1s performed at the request of the recipient and is
above and beyond the services regularly received by
other members of the same industry or group, or of
the general public (e.g., receiving a passport, visa,
airman's certificate, or an inspection after regular
duty hours).

(2) No charge should be made for services when the identification
of the ultimate beneficiary is obscure and the service can
be primarily considered as benefitting broadly the general
yublic (e.g., licensing of new biological products).

b, Iease or sale. Where federally owned resources or property are
Yeased or sold, a fair market value should be obtained. Charges
are to be determined by the application of sound business
menegement principles, and so far as practicable and feasible
in accordance with comparable commercial practices. Charges
need not be limited to the recovery of costs; they may produce
net revemues to the Govermnment.

4, Agency responsibility. The responsibility for the initiation,
development, and adoption of schedules of charges and fees consistent
with the policies in this Circular contimies to rest with the agency.
Each agency shall:

a, Identify the services or activities covered by this Circuler;
b. Determine the extent of the special benefits provided;

¢. Apply accepted cost accounting principles in determining costs;
d. Establish the charges; and
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In determining the charges for the lease and sale of
Government -owned resources or property, apply sound business
management principles and comparable commercial practices.

Cost, fees and receipts, and their determination.

Determination of costs. Costs shell be-determined or estimated
from the best available records in the agency, and new cost
accounting systems will not be established solely for this
purpose, The cost computation shall cover the direct and
indirect costs to the Govermment of carrying out the activity,
including but not limited to:

(1) Salaries, employee leave, travel expense, rent, cost of
fee collection, postage, maintenance, operation and
depreciation of buildings and equipment, and personnel costs
other than direct salaries (e.g., retirement and employee
insurance );

(2) A proportionate share of the agency's management and super-
visory costs;

(3) A proportionate share of military pay and allowances, where
applicable;

(+) The costs of enforcement, research, establishing standards,
end regulation, to the extent they are determined by the
agency head to be properly chargeable to the activity.

Establishment of fees to recover costs. Each agency shall
establish fees in accordance with the policies and procedures
herein set forth. The provisions of this Circular, however, are
not to be construed in such a way as to reduce or eliminate fees
and charges in effect on the date of its issuance. The maximm
fee for a special service will be governed by its total cost and
not by the velue of the service to the recipient. The cost of
providing the service shall be reviewed every year and the fees
adjusted as necessary. In establishing new fees and increasing
existing fees the agency may make exceptions to the general policy
(paragraph 3, above) under such conditions as illustrated below.

(1) The incremental cost of collecting the fees would be an
unduly large part of the receipts from the activity.

(2) The furnishing of the service without charge is an appro-
priate courtesy to a foreign country or internmational
organization; or comparable fees are set on a reciprocal
basis with a foreign country.
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(3) The recipient is engaged in a nonprofit activity
designed for the public safety, health, or welfare.

(4) Payment of the full fee by a State, local goverrment,
or nonprofit group would not be in the interest of the

program.

c. Disposition of receipts. Iegislative proposals shall generally
avoid disturbing the present rule that collections go into the
general fund of the Treasury as miscellsneous receipts. However,
exceptions may be made where:

(1) It is intended that an agency or progrem or a specifically
identifiable part of a program be operated on a substantially
self-gustaining basis from receipts for services performed
or from the sale of products or use of Goverrment-owvned
resources or property.

(2) The agency can show that the initiation or increase of fees
or charges is not feasible without earmarking of receipts.

(3) The receipts are in payment of the cost of authorized
special benefits for which the demand is irregular or
unpredictable, such as inspections performed upon request
outside the regular duty hours.

This Circular is not intended to change the present system of sharing
with States and counties receipts from the lease of certain lands and
the sale of certain resources.

6. Changes in existing-lew. In cases vhere collection of fees and
charges for services or property in accordance with this Circular is limited
or restricted by provisions of existing law, the agencies concerned will
submit appropriate remedial legislative proposals to the Bureau of the
Budget under the established clearance procedure, as provided in Bureau of
the Budget Circular No. A-19.

7. New activities. In the establislment of new Federal activities

which would provide special benefits, the agencies concerned are to apply
the policies and criteria set forth in this Circular.

8. Reports to the Bureau of the Budget. Each agency shall make a
report by December 31, 1959, for each bureau or comparable organizational
unit, of the costs and charges for all services or property covered by
this Circular, and shall also make a report of changes not later than
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December 31 of each succeeding year as a result of its anmal review of
such costs and charges. The initial report for any nev agency hereafter
established (including those astablisbed by reorganization) shall be
sutmitted on December 31 following the end of the first fiscal year during
vhich the agency was in operation. Each report shall cover ths situation
as of the preceding June 30, and shall be prepared in accordance with the
instructions set forth in the attachments to this Circular.

By direction of the President:

MAURICE H. STANS
Director

Attachments
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Attachment A
Circular No. A-25

INSTRUCTIONS FOR THE PREPARATION OF
ANNUAL REPORTS ON USER CHARGES

1. Form and coverage of reports. Reports shall be prepared on
Standard Form No. 4, as illustrated in Attachment B. An original and
two copies will be reguired.

The initial report should represent s complete inventory of all
services of the agency which provide a special benefit to recipients
above and beyond those accruing to the public at large, and all activ-
ities under which federally owned resources or property are or could
be sold or leased.

Subsequent reports covering the annusl review of costs and charges
shall cover only (a) services and activities not reported earlier; (b)
services and activities for which charges have been changed; and (c)
services and activities for which changes in the applicable category
(as described below) have taken place.

2. Preparation of Standard Form No. U.

a. A separate form will be prepsred for each of the
following categories, where applicable:

(1) Special services for which existing charges
are producing full cost recovery; and lease
or sale activities which are returning fair
market value.

(2) Special gervices for which existing charges
are producing less than full cost recovery;
and lease or sale activities for which less
than fair market value is being obtained.

(3) Special services and activities for which no
charges are currently being made, and for
vhich charges are apparently required by the
provisions of this Circular.

(4) Special services and activities for which no
charges are to be made in accordance with
the policy guidelines and exceptions provided
in this Circular.

(5) Services and activities which have been dis-
continued or transferred to other agencies
since the previous report. (This category
is not applicable to the initial report.)
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The category of items covered by each form will be
identified in the heading by placing an "X" in the
box corresponding with the number of the category
as shown above. Forms need not be submitted for
categories in which there is nothing to be reported.

Columns on the form will be ccampleted as follows:

(1)

(@)

(3)

()

(53

(6)

(m

(8)

(9)

Enter the identification number for the service
or activity. Each service and activity shall
be agsigned an identification number which shall
be retained from year to year, to faclilitete
identification in future annual reports.
Agencies may devise thelr own coding systems
for this purpose.

List each special service provided under &
heading "Special services", and each lease
or sale activity under a heading "Lease or
Sale.”

Enter the unit for measuring the service or
property provided.

Enter the amount of the charge being made for
each unit as of the preceding June 30. 1In
cages where there are various rates for dif-
fering situations, & summary schedule of rates
may be attached in lieu of listing each rate

. individually.

Enter the date the chnfge shown in column &4
beceme éffective.

Enter the amount of the charge which was made
previous to the date in column 5.

Enter the number of units of activity for the
last completed fiscal year.

Enter (in thousands of dollars) the cost of
providing the service or the falr market value
of resources or property sold or leased.

Enter (in thousands of dollars) the amount of
collections (net of refunds) during the last
completed fiscal year.



(10)

(11)
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Enter the symbol of the receipt account, ap-
propriation account, or fund account (excluding
deposit funds) to which the collections were or
will be credited.

Enter any pertinent explanatory comments relating
to the information shown in the preceding columns.
On reports covering cagetories 2, 3, and 4, specif-
ically note in this column, for each item, the
reason(s) that full cost recovery or fair market
value is not obtained. Also indicate whether full
cost recovery for special services or fair market
value for lease and sale activities can be ob-
talned under existing law; the status of specific
legislative proposals (e.g., under study, drafted,
cleared, introduced, or reported); ond the status
of proposed administrative changes in fees and
charges, including effective dates.

On reports subsequent to the initial report,
indicate in this column the previous category in
which the item was reported. On reports covering
category (5), identify the services and activities
transferred to other agencies or organizational
units and the agency or orgenizational unit to
which the transfer was magde.
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Mr. LiBonaTi. What do you estimate will be the amount of business
that under this new bill will at least offset from your 31-percent
income, your present 31-percent contribution as collected fees and
so forth?

Mr. Lapp. We expect eventually to be able to recover 75 percent
of our operating expenses.

By the way, Mr. Chairman, these data relating to projected income
from the bill are set forth completely in the tables.

I am not going to talk about figure 4, the data for which appear in
table 21, except to say it shows the percentage of recovery in the
United States in comparison with certain other countries.

Figure 5, which is supported by table 23, makes this point. The
basic fees in the Patent Office are a $30 filing fee and a $30 final fee.
There are some other charges for claims in excess of $20, but I am
going to leave those aside for the moment, for the purpose of this
discussion.

This chart shows that if we were simply to make a cost-of-living
adjustment of the $60 fee, which was adopted in 1932, of the $144
which will be the average fee under the new bill—$131 would represent
nothing more than a cost-of-living adjustment to this fee which was
passed in 1932.

Figure 6, which is supported by table 6, indicates the very small
proportion of the total cost of obtaining a patent represented by the
final fee and the filing fee.

As a matter of fact, taken together, under the present arrangement,
it totals 8.8 percent of the total cost of obtaining a patent. This, as
against, for example, 4.4 for the drawings, 3.7 for review before issue,
26.5 for amendments, and 47.8 for preparation and filing.

This cost structure, under the new bill, H.R. 10966, shows that
these fees would represent 18 percent of the total cost of obtaining a
patent.

The point to be made here is that the Patent Office fees are but a
fraction of the total cost of obtaining patent protection.

Mr. LiBonaTi. If you were to place in a separate classification that,
the mere filing obligation or responsibility, it would be more than
sufficient to pay for that segment of the expenses of your Office. Is
that right?

Mr. Lapp. I am sorry, I didn’t quite get your question.

Mr. LisonaTi. The filing of these papers and everything connected
with it, at the rate of the present fees would be sufficient to take care
of the costs as far as filing the document and perfecting the inventive
process; is that right?

Mr. Lapp. It certainly would not take the application through the
Patent Office.

Mr. LiBoxaTti. It would not?

Mr. Lapp. Not by a long stretch.

Mr. LiBoxaTi. I thought you had accumulated costs in holding
hearings and so forth and so forth, and other mechanics of the Office,
and other procedures in the Office.

Mr. Lapp. These fees represent the cost to the applicant on the
outside.

For example, the preparation of filing and amendments represent,
in large part, legal fees.

84863—62——3
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Mr. LiBonaTI. But is it not true that your hearing officers and your
procedures are far in excess, comparatively, in cost than the filing of
a document and its later processing?

Mr. Lapp. Yes.

Mr. LionaTi. Of course.

Mr. Lapp. I am going to refer only very briefly to figure 7, and
indicate that this is in your papers. This is a flow diagram, which
shows how a patent application moves through the Patent Office.
There is also in the appendixes a description of how a patent applica-
tion moves through the Patent Office, and I simply want to lay that.
foundation in the context of which we can later discuss the fees. The
document that I refer to is appendix C-3.

Now, let me turn to what I call the incentive aspects of this bill.

We attempted, by the fees in H.R. 10966, to encourage two things:

The filing of dependent as distinguished from independent claims:
And I will explain that in just a moment.

Also, the filing of short and concise patent applications, consistent
with a complete disclosure of the invention sought to be covered. I
can demonstrate this very quickly by showing you the differences
between an independent and dependent claim.

Mr. LisonaTi. You may proceed.

Mr. Lapp. If you will refer to figure 18, which is in appendix A,
this chart shows an invention covered by Patent No. 2,970,326.
Right above the drawing there is a statement of the invention. In
the second column there are four claims in independent form.

The point to be made is that claim 3, which one can determine after
long analysis, is the broadest claim-—it has the fewest limitations of
any claim in the patent.

Now, the important thing is that claim 1 is exactly the same as
claim 3, except for one element—the gas cell is hourglass-shaped. In
other words, the dependent claim form says exactly what claim 1 in
the patent says.

Likewise, in claim 4, claim 4 says exactly what claim 3 says, except
that it adds that this gas cell may be manually broken.

Now, when an examiner must examine these claims in independent
form, he must read through carefully each one of these claims to de-
termine what the limitations are in one claim and what they are in
another. '

If these claims had been put in dependent form, I ask you to com-
pare the independent form of Claim 1 with its dependent form.
Rather than reading some 10 lines, one can see that claim is “A
neckband as in claim 3 in which said gas cell is hourglass shaped.””
This says the same thing except it is hourglass shaped.

Now, I might say that this is not a revolutionary concept, by any
means. Dependent claims are used as a matter of course by many
patent lawyers today, and have been for many years.

Mr. LiBonaTi. Is that not a form of protection for any changes
that may be brought about by someone else, and thereby create an
embarrassment to the original inventor?

Mr. Lapp. No, Mr. Chairman.

Mr. LiBoNaTi. A financial embarrassment.

Mr. Lapp. No, I think the relevant point to be made here is what
you see in independent form is exactly the same scope in these two
lines in dependent form. These cover the same thing.
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Mr. LiBoNaT. And you say the protection would be equally the
same?

Mr. Lapp. That is correct.

To demonstrate the differences in time in the office, the demand
upon our resources and examiners, we ran a controlled experiment, in
which various examiners compared the length of time that it required
them to examine claims in an independent and dependent form, using.
the same subject matter. o

On figure 17, and the data supporting this is in table 9, this is.
&nalyzeiLl

Now, I ask you to consider what this would mean to the Patent
Office, which takes in some 82,000 to 85,000 applications a year, to
be able to save this much time in the examination of each of the patent
applications that comes in. It would be a substantial saving.

The other incentive, which we feel has been built into H.R. 10966,
deals with the length of specification. I will not argue at length
that specifications are sometimes too long. I leave you, instead, to
read the quotations from the court opinions, which have been incor-
porated into the prepared statement.

We hope to be able to encourage short and concise statements in
the Patent Office by means of the new issue fee.

I would like to explain what the new issue fee is in H.R. 10966, and
compare it with the fee which is paid today.

Basically, the final fee is, again under present conditions, $30.
Under the new arrangement, the issue fee would be based upon a
basic fee of $40 plus a per-page charge for the number of pages of
specifications, and a per-page charge for the sheets of drawings.
This would create some relationship between the size of the applica-
tion and the enormous printing cost, which the Patent Office has.

Of our present budget, which is in the order of $25 million, $3 million
of that goes immediately to the Government Printing Office for the
expense of printing these patents.

So that is another feature which we have tried to build into the bill.

Figure 15, which is supported by table 24, indicates that there is
some relationship between the size of applications and the amount
of time that is spent on them. The red line indicates the disposal
rate for the U.S. Patent Office as a whole.

Let me explain what I mean by disposal. That means that an
application which is under consideration is finally disposed of, either
by allowing the patent or by the applicant having exhausted his last
recourse for consideration.

Division 8 and Division 37, these are examining divisions in the
Patent Office, and they examine relatively simple arts for applications,
that tend to be a great deal shorter. This is supported by table 24.

Others, such as Division 36 and Division 42, where the arts are
complex and where the applications are large, the production of exam-
iners, measured by disposals, is very much lower.

Mr. Liso~vari. Could you give us a graduated scale of increases,
based upon relative costs, I suppose in ratio, as to the increase in a
short, concise way?

Mr. Lapp. Do you want the increases in the schedule of fees?

Mr. Liro~xaTi. The increase as against the present costs, and the
increases in expenses which necessitated, rather, at this higher cost
figure. 1 think if you arrive at this analysis—the committee then
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can determine in conformity with the increase in costs, and the basic
figure as represented by the payments now as costs, we will get a
better picture of the problems of your department in order to arrive
?)?ll the conclusion that you seek; to be accomplished in part by this

Mzr. Lapp. If you will indulge me just a moment, Mr. Chairman.

1 think we can get that information you want, Mr. Chairman, by
looking at figure 8, which is supported by table 7. This compares the
income under the present structure with what the income would be
for the same items under H.R. 10966.

For example, you will see that the vertical axis is marked off in
millions of dollars. Under H.R. 10966 we would recover from the
filing fee in excess of $5 million.

Turning to the patent issue fee, at the present we would recover
about $1.5 million; under the new bill, H.R. 10966, we would recover
$3.75 million.

For design applications, the amounts there are very small, and I
am golng to pass over those.

Trademark fees would rise approximately to—from $650,000 to $1
million.

Ex parte appeals are very small.

Recording assignments. There will be a substantial jump, as
shown on the chart.

And maintenance fees, which are introduced in this bill,—and there
are no maintenance fees today at all—shows a projected income of
between $5 million and $6 million.

Mr. LipovaTi. Under your maintenance fee, I take it that that
suggestion is the one that will bring you within 75 percent of your
expenses; is that right?

Mr. Lapp. This would bring us closer; yes.

Mr. LiponaTi. Will you desist & moment? I would like to have
the members determine whether they would like to ask you any
questions, specifically.

Mr. Lapp. With pleasure, Mr. Chairman.

Mr. LasonaTi. Mr. Mathias?

Mr. Mathias, do you have some questions to ask at this time?

Mr. MarH1as. No, sir.

Mr. LisovaTi. Mr. Kastenmeier?

Mr. KastENMEIER. 1 have one or two questions.

You said that about 30 years ago the Patent Office used to be nearly
self-sustaining, if not completely so, and of course now you are not.
You did talk somewhat about lawyer’s fees. I am wondering what
happened to the lawyer’s fees in the 30 years: have they gone up a
substantial amount?

Mr. Lapp. Yes; there are data in the tables indicating the increases.
1 would like to find those for you.

One example has been taken from the minimum fee schedule of the
State of Wisconsin (app. B, table 4). Then, figures in table 6 show
costs as relating to patent applications for legal services; that is, in
1937 and 1959 and at present. The figures in the first two columns
were taken from a widely used book, ‘“ Inventions and Their Manage-
ment,” by A. K. Berle and I.. S. DeCamp. Those in column 3, as
explained in the footnote, were derived and adjusted from that to the
present.
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I am confident those figures are not excessive; and, as a matter of
fact, there may be later witnesses who, from their own personal
knowledge, can testify about what legal fees are today.

Mr. KastEnMerer. Obviously, the fee schedule is fairly complex;
but, comparably, do you have any sort of percentage increase of the
30 years that you can speculate about, in terms of fees charged by
attorneys?

Would you say it would he twice as great, or any other figure?

Mr. Lapp. Those data are given in the statement, if you will give
me just a monlent.

I would ask you again, Congressman Kastenmeier, to look at table
6, which indicates, for example—Ilet us take, as an example, an hourly
rate for an attorney. This is itent 5 on that table. In 1937 it was
at least $5. In 1959 it was at least $20. Today we indicate that we
believe most patent lawyers charge somewhere between $20 and $50
an hour for their time.

There is one other indication tending to corroborate these data,
and these are in table 4.

Mr. LiBoNaT1. Has he answered your question, Mr. Kastenmeier?

Mr. Kastenmerer. I think so. I gather vou are not able to—
perhaps no one is—speculate across the board what type of increase,
generally, the experience has shown in the period of 30 vears. But I
assume from looking at the tables it would be on the order of perhaps
several times as hig%\.

Mr. Lapp. Two to three, I would guess. That is since 1932.

Mzr. Lisovari. Mr. Lindsay?

Mr. Lixpsay. Do you plan to tell us something about the main-
tenance fees?

Mr. Laop. I do.

Mr. Linpsay. The reason why you are proposing it and why you
think the arguments are not vahd.

Mr. Lapp. I will be glad to turn to that. If you like, I can turn
to that right now. That is the last point.

Mr. Linpsay. As far as I am concerned, you can follow your
regular schedule of testimony.

Mr. Lapp. I think if T turn to that, I will complete what I need to
say, because my assistants have done such a splendid job.

Mr. CopExaaveEr. Mr. Ladd, did you develop any figures in your
statement concerning the mean number of independent claims over a
period of time, which are filed with the application, 5 or 6 or 107

Mr. Lapp. Mr. Ellis has just handed me the kind of computation
that you are asking for.

Mr. Copexaaver. Will you tell me what is the mean number of
independent claims, please?
~ Mr. Lapp. The average number of independent claims in a patent
18 4.38.

Mr. CopExaAVER. The reason I ask that is this: T understand the
way it was presently worded. after 20 independent claims in a par-
ticular application of $1 charge, and you bring out the fact that the
ratio is about 2 to 1 of the time element to review independent as
opposed to dependent claims; and that is the reason why you wish to
revise the present law.

As revision now stands, you will require $10 fee for every indepen-
dent claim over one; meaning, if I may just expand the average to
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five, meaning that there would be a $40 initial filing fee, and $40
additional independent claim fee, or $80, not counting any additional
cost.

I would want to know—it would seem to me, perhaps, that this
might be an undue burden in some instances.

My question is: Has consideration been given perhaps to a com-
promise, and instead of requiring a $10 fec for each individual claim
over one, if perhaps there would be a cutoff after five, which is about
your medium of independent claims?

Mr. Lapp. Ordinarily, one does not come to Congress with a
compromise. Consideration has been given to this.

Mr, Corenravir. I am merely asking whether consideration has
been given to this.

Mr. Lapp. Certainly; thorough consideration has been given to it.
Our belief is that most inventions upon which applications are filed
in the Patent Office can be covered by very few independent claims.
As a matter of fact, this is not only our opinion, but patent lawyers,
a lot of patent lawyers feel this way; and, as a matter of fact, it is
interesing to sec what it is in Great Britain, where it is most extra-
ordinary.

I would ask you to look at table 14 of appendix B.

Mzr. Lnnownatr. I think your main purpose is to get them to file
it the proper way by making it dependent on the first one; is that right?

Mr. Lapp. That is correct.

Mr. Lisoxati. And this will not cost them anything, will it?

I mean comparatively.

Mr. Lapp. The cost will be much less {or dependent claims; that
is correct.

Mr. Copenmaver. The reason I asked the question is that merely
there may be a distinction between filing a patent application from 20
to 100 independent claims and 1.

Mzr. LionaTi. That is why I followed through. He was trying to
get them to file the simple way, and so forth.

Mr. Lapp. May I answer, in summary, the point that I think
counsel has made? The bill does not cut off the use of independent
claims. It simply puts a cost taking on using them.

If a man wants to file an indefinite number of independent claims,
if he will pay for them, he may have them. In the case which counsel
posed, for example, the increase in cost because of the additional
independent claims, would be $40. This must be stacked up against
what would ordinarily be an average cost of preparing an application
of somewhere between $300 and $400.

So in those terms, I don’t think it can be considered excessively
burdensome.

Mr. LisoNvaTi. You may proceed.

Mr. MatH1ias. Mr. Chairman.

Mr. LisoNaTi. Mr. Mathias.

Mr. MatHiAs. One question develops in light of this colloquy. Mr.
Ladd just said one does not approach Congress with a compromise.
I wonder if the committee is expected to use the same standard in
applying it to the other proposals?
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Mr. Lapp. Congressman, let me say this, and I am very glad you
brought it up. We have brought in a bill which we think is best for
the public and the best for the Patent Office. I would be much dis-
tressed if this bill were not adopted exactly as presented before this
committee. If, for reasons which I know nothing about now, the bill
is changed, we will evaluate the proposed changes on their merits;
but we are confident this bill, as presented, is the best possible bill in
the public interest.

Mr. LiBonaTi. That is the reason why I caused you to proceed on
basic values with compared tables, so we can understand why this is
necessitous, this action, on your part. If you follow that through,
there is no argument with this committee.

Mr. Lapp. Thank you, Mr. Chairman.

With that, relying upon the materials which you already have,
I am going to turn to the maintenance fees.

The maintenance fees, as you can see from the chart which I
showed you a moment ago, would be responsible for a substantial
part of the total recovery of the fees. I am referring, of course, to
figure 8, which is supported by table 7.

Let me first state the reasons why maintenance fees have been
included ; then let me take up some of the objections which have been
made and try to answer those, and then I am sure that some of the
committee members may have some questions.

Mr. Linpsay. This is where all the heat develops, over the main-
tenance fees? Is this not where the rub occurs?

Mr. Lapp. I think that is the center of the battle, yes, sir.

In the first place, we suggest maintenance fees because if we were
not to recover the money in that form, and if we were to assume
that we were to recover a substantial portion of our costs, then other
fees would have to be increased greatly.

Now, where would those fees have to fall in order to make up for
the revenue which would be lost if maintenance fees were excluded?

In the first place, it would have to fall, to a large extent, upon those
fees from which the Patent Office today derives most of its income.
That is a filing fee. The premise which we have had in this bill is
that we should do as little as possible to discourage the filing of patent
applications.

We try, by the fees proposed in H.R. 10966, to encourage an eco-
nomic and rational prosecution and examination of those applications,
but we do not want to discourage the filings.

In a sense, therefore, to recover moneys we are driven to mainte-
nance fees.

I may add that the amount of maintenance fees in H.R. 10966 is
lower than that which was in the former bill, H.R. 7731. There are
other, affirmative reasons why the maintenance fees should be adopted.
It is well known that many of the patents which issue from the Patent
Office do not come into commercial use.

Therefore, when an infringement study is made—and I want to
explain what that is—an attorney must go through the patents which
are not in commercial use, which may have been taken out for de-
fensive purposes—and I will explain what that is also—in order to
give his client an opinion.
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An infringement study is done by a lawyer in behalf of his client
when the client wants to put a new product on the market, or adopt
a new process in his plant. He has a check made to be sure that he
will be clear, so he cannot be accused of patent infringement. The
attorney therefore must study all the outstanding unexpired patents
in that field to see whether the proposed process or product will come
under those claims.

There is no distinction at all in this search for the attorney, as to
whether the patentee intends to enforce the patent or not.

The effect of maintenance fees, especially 1f we judge from experi-
ence in foreign countries, is to encourage those holding patents to
allow those to lapse which have no commercial relevance, which have
been superseded, or which have found no commercial market at all.

There is this advantage also to maintenance fees: Under this sys-
tem, the first maintenance fee would become payable in the fifth year.
That means that the patentee has had 5 years in which to judge the
market. He would have that time in which to decide whether the
patent has any commercial value or not.

If he has not assigned the patent, if there is no revenue under it,
up to $100, he may, by filing an aflidavit, skip that payment.

Likewise, in the ninth year, if he hasn’t made up to $200 he can
skip that payment. In the 13th year, however, he must either make
the deferred payments and the one for the 13th year or the patent
lapses.

It allows the choice to be made at that time, when the patentee
can determine what the value of his patent is to him,

If the patent has turned out to be commercially of little or no value,
he may allow it to lapse. If, in his judgment, he has received money
or the chances are very good that he 1s going to receive money, he
may simply, by maintaining the patent fee, allow it to remain in
existence.

Mr. Linpsay. What is the maximum he pays?

Mr. Lapp. $100 is the first fee, $200 is the second fee, and $300 is
the third fee; so the total is $600. It is 5, 9, and 13 years.

Mr. Ligonari. That is problematical, though, on the question of
realization of any funds, I mean, on a strict basis.

Mr. Lapp. That is quite right.

Mr. Lisonari. And of course you are dealing with a situation that
18 probably in futuro, too, the success of the patent.

Mr. Lapp. The United States and Canada are the only major
industrial countries which do not have maintenance fees or taxes of
some kind.

Their experience has been fairly consistent in the number of patents
which are allowed to lapse because of nonpayment of maintenance
fees. That is the only guide that we could have on which to project
what our experience and what our income might be from such fees.

Mr. Linpsay. What are the basic public-policy questions involved?
1 would think you would address yourself to those

Mr. Lapp. Which, in particular?

Mr. Linpsay. On the maintenance fees. Is it desirable or un-
desirable to discourage loitering patents, if T may use that word;
secondly, to what extent does this proposal make life more compli-
cated for the individual patent owner, the small inventor? It puts
no burden at all, relatively speaking, on the large corporation?
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hMr. Tout. Will the gentleman yield? There is & supplement to
that.

Is it not true that some of these loitering patents, some of these big
firms decide not to pick up the commercial value because of stocks
on hand, and it may eventually rise to the point where, we will say,
in the 14th year they have exhausted their stock, and that is the time
to negotiate?

Where does the small patentee have any encouragement, if he is
going to be charged just for the sake of holding?

Mr. Lioxari. Of course the little fellow can file a new one.

Mr. Lapp. We may as well get to this point.

Mr. LiBonati. He wants to go through all that bother and perhaps
jeopardize his inherent rights i the original patent by some three
persons who may claim an interest. He could circumvent this pro-
ceeding, if he saw fit.

Did I say the right thing or not?

Mr. Lapp. I am not sure I understand your point, Mr. Chairman.

Mr. LisonaTi. He can circumvent any of these payments by filing
a new patent, can he not? And then he only pays the original fee.

Mr. Lapp. An affidavit, Mr. Chairman. He files an affidavit
that he has not received income equal in amount and value to the
maintenance fee which is due; yes.

Mr. LiBonaTi. I want to know one thing you have not touched
upon yet. How are you able to keep such fine men in the Patent
Office, so qualified, so talented, so skilled—do not forget, I go with
them to various conventions, and that is important work. How do
you keep them at such low salaries? These are men who are in a spe-
cialized area, that very few lawyers know anything about. Their
services are in demand by large corporations, both as advisers and
as lawyers in this field. How do you keep them?

I do not hear you say anything about the need for increase in
salaries for these men, in order to hold them to this dedicated work in
their specialty.

Mr. Lapp. Mr. Chairman, if it were a matter of unilateral decision
on my part, I would increase all their salaries to be comparable to
those paid to people with similar talents and experience on the outside.
That, however, does not lie within my power. I think Congress will
soon have the opportunity.

Mr. LiBovyaTi. But you make your recommendation. Your office
is a very important one. You make the recommendations.

Mr. Lapp. T think what T have had to say in this matter within the
executive branch, Mr. Chairman, could be described as something
stronger than making a recommendation.

dM}'. LiBoxati. This is an added cost in the future that you must
admit.

Mr. Lapp. May I have your permission, Mr. Chairman, to attach
an appendix to this record, setting forth a comparison of the salaries
of Patent Office examiners with people on the outside; and a statement
of my views about what should be done about this?

(The insert referred to is as follows:)

The attached chart and table show a comparison of the pay of patent prac-
titioners in private industry with the pay of patent examiners who have equivalent

duties and responsibilities. It is the result of a salary survey made by the
Patent Office within the patent profession as of December 1961.
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The proposals of the administration that salaries for higher level professional
employees be increased so that they will be more nearly competitive will be
especially beneficial to the Patent Office. We feel that these benefits will not be
materially reduced by the 3-year period during which the increases will be put
into effect because our examiners would take into account the deferred benefits
as well as the immediate ones. In addition, the proposed provision to permit
substantial differences in pay for employees in the same grade based on the value
of the individual to the Government will give the administrators of the Patent
Office an excellent incentive to offer those who do superior work. This is an in-
centive which we do not now possess. In general, I feel that the salary provisions
which have been endorsed by the administration would be an enormous help in
overcoming our turnover problems.

Salary comparison

Patent professionals in Comparable GS-grade
corporations and law firms

Average
Average | Average of all Grade Salary
oflow | of high | salaries
reported
1. Engineering graduate; no experience; no law__|  $5,798 $6, 685 $6,220 | GS-5 $5,335
2. Engineering graduate; LLB degree; no experi-
ence._._ 7,318 8, 596 7,763 | GS-7 8,345

3. 3 years’ experience in Patent Office as exam-
iner; LLB degree; very little, if any addi-
tional experience 9,147 10,722 9,778 | GS-11 $7, 560-8, 860

4. Fully experienced patent attorney; handles
all types of work before Patent Office; very

little courtwork. 11, 899 18, 352 13,5256 | G8-13 10, 635-11, 935
5. Fullyexperienced patent attorney; courtwork

is common; handles any type of case._._____ 13,127 20, 560 16,536 | GS-15 13, 730-15, 030
6. Supervises a small (fewer than 10) group of

patent attorneys 16, 250 21,923 18,731 | GS-14 12,210-13, 510

7. Head of patent department or partner in irm.| 21,568 37,447 26,394 { GS-15 13, 730-15, 030




U.S. PATENT OFFICE. SALARY SURVEY — DECEMBER, 196!

Thes,
33 STA4?
30 =
i)
3
on - 21068
7]
e 16,250
-]
) ® m
4
750
13029 10
" L/
w
10
[}3
w
"
Kyee
10
1T
9 aer
aoee
o ® LEGEND
WA e B oSt oo resoe
T30 % Potem AHorney saiory romgen
T o ftor work
[T = Averoge selory reporied
[{] o210 (Y L
[ ] I
(1) am 050
s =] T oI —3yTS TE-TS Koo Gilele [3=300
[}) {] £-) @) (L] (&) n

SHAL HDIAA0 INALVA

68


file:///vAsw

40 PATENT OFFICE FEES

Mr. Lisonari. That may be your strongest argument for what you
are trying to do here, on the question of naked services and added costs
in accordance with material, printing, and so forth. Do you under-
stand me?

Mr. Lapp. Yes; I do, sir.

Mr. Linpsay. May I interrupt? I did not get any answer to the
questions by Mr. Toll and myself here.

Mr. Lapp. I would like to come back to either question. Mr. Toll,
would you repeat your question?

Mr. ToLL. My question was the problem of a patent holder who
does not find the market immediately, because many of the concerns
may have stocks on hand and not want to pick up the patent, except—
eventually he is called upon to pay that extra money. How do you
encourage these small patent owners?

Mr. Lapp. The small patent owner, if he has not assigned his
patent, and we have to make the assumption that if it is assigned it
has some value, simply files the affidavit that he has not received
benefits from his patent up to the amount of the fee which is then due.

If he can file such an affidavit, the payment 1s deferred.

Likewise, in the ninth year as well as in the fifth year he docs this.
In the 13th year, which is 4 years from the end of the patent, then, so
to speak, he must “fish or cut bait’’; and then he has 4 years left.
And it is not unreasonable to expect him to make up his mind then.

Mr. Lisonati. Now, Mr. Lindsay’s question. Would you please
repeat 1t?

Mr. Linpsay. Is part of the objective here to shake down the num-
ber of patents that are on file and force some out that are serving no
useful purpose?

Mr. Lapp. That argument is referred to in discussions in bar asso-
ciations, and T am not trying to represent, by that statement, that the
bar associations are in favor of maintenance fees at all. But it is a
concept which is so commonly understood that it is used by the short-
hand expression, ““clearing out the deadwood.”

Mr, Ianpsay. Is that part of it?

Mr. Lapp. That is one objective.

Mr. Lanpsay. That is part of the objective of the bill in addition
to getting some housekeeping money?

Mr. Lapp. Right. T personally would not characterize it as an
objective, so much as an incidental—a desirable incidental effect.
But that is quarreling over phrases.

Mr. Lanpsay. If there is a desirable effect, to what extent will it
shake out the small patent owner and leave in the large corporate
patent owners, who write off the charge?

Mr. Lapp. Let us return to the point Mr. Toll made, and talk
about the small inventor.

First of all, let’s get clearly in mind that 71 percent of the patents,
which are issued today, are assigned to corporations and the U.S.
Government.

Mr. Linpsay. You say 717

Mr. Lapp. Over 70 percent.

Now, talking about the independent inventor, who is the small in-
ventor who is represented in the balance of that, as I have pointed
out, the maintenance fees will not fall upon this man at all unless he
makes income from his patent. If he gets no benefit, no income, then
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he does not pay the maintenance fee. He simply files the affidavit
and says he has not received that much income or benefit, both in the
5th and 9th years.

The day of reckoning does come in the 13th year, when there are 4
years remaining in the patent.

Mr. LisoxaTti. Would you please close your statement now?

Mr. Lapp. Yes; I can make this brief.

This is another in a series of bills to raise the Patent Office fees,
which have been submitted before this committee. I think there is
wide consensus that a raise of some order is desirable, even though
there is strong disagreement over what the amount of those raises
should be, and what kind of fees should be used to recover.

In any event, we know that the cost of operating the Patent Office
has risen dramatically since 1932, and most particularly since 1955.
We submit that it is reasonable for the beneficiaries of the patent
system to share in the cost of the maintenance of the Office. This is
not, for a moment to deny that the patent system provides the general
public with o great benefit as well as it does the special beneficiaries of
the system.

We feel that the bill which we have presented not only raised the
revenue that 1s necessary, but also distributes the fees in such a man-
ner that will promote good prosecution and examination of the patent
examiners in the Office.

Mr. LisoxaTti. Thank you.

(Prepared statement of Mr. Ladd, with accompanying appendices,
follows:)

STATEMENT OF Davibp L. Labp, CoMMISSIONER OF PaTENTS, RELATING TO H.R.
10966, o BiLL To Fix THE FEEs PaYAaBLE TO THE PaTENT OFFICE, AND FOR
OruER PURPOSES

Mr. Chairman and members of the subcommittee, as you know, the Depart-
ment of Commerce sent to the Congress the proposed hill which has now been
introduced as H.R. 10966. We view this bill as a substitute for H.R. 7731, which
was introduced last year. We believe this legislation necessary and desirable,
and I am here today to present to your committee the reasons why H.R. 10966
should be acted upon favorably by your committee and the Congress.

The bill proposes changes in both patent and trademark fees. Becausc the
changes in patent fees are more significant, my comments will be directed pri-
marily to them.

Bills to raise patent fees are not new. They have been introduced with regu-
larity for a number of years, as this committee knows; and hearings have been
held on many of them. In fact, the question of the adequacy or inadequacy of
Patent Office fees is an annual subject of discussion among persons interested in
the patent system, whether or not any specific bill is under consideration. Mem-
bers of the subcommittees of the Committees on Appropriations of both the
House of Representatives and the Senate which hear our budget requests have
repeatedly shown concern with the relation of our fees to our expenses. Last
year, for example, fees were again discussed in some detail, and during the dis-
cussion, Congressman Gary of Virginia commented:

“I do not know how the citizens of this country expect the Government to pay
increased costs and not increase their charges. Apparently there is very little
complaint when private business increases its charges to cover incrcased costs,
but the minute you suggest increased charges to take care of increased costs in
providing Government service, a howl goes up from all quarters. 1 suppose it is
just a part of the philosophy that is developing now that the Government should
take care of the people rather than the people take care of the Government.
I think it is a very dangerous philosophy, myszlf.”

(To give this committee a sampling of sentiment from other congressional
committees on Patent Office fees, we have attached appendix C-1, which excerpts
remarks of Members of Congress and congressional committee reports.)
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No one likes to pay increased fees any more than higher taxes. They are never
greeted with enthusiasm, and they are accepted only when there is a compelling
need. It gives me no great satisfaction to advocate higher fees. Yet, I feel—
and the Bureau of the Budget concurs—that it would be irresponsible for us not
Bo ﬂisuggest; ways in which to provide for the greatly increased costs of the Patent

ce.

I suggest that this bill is different from those which have been introduced in
the past. I hope that I can convey to you why I believe it is and why it should
be given serious consideration by your committee and the Congress.

H.R. 10966 has these four objectives:

1. It provides adequate income.

2. It includes incentives to efficient and economical prosecution and
examination of patent applications.

3. It fixes a time for the payment of part of the fees, specifically the
maintenance fees, at a point when the patent owner is in a better position
to judge the commercial value of his patent.

4. It does not unduly discourage the filing of new applications.

Any fee bill assumes a concern for income. A fee bill must provide an amount
of money which, in the considered judgment of this committee and the Congress,
is a reasonable proportion of the operating costs incurred by the Patent Office.
H.R. 10966 is designed eventually to recover approximately 75 percent of our
operating costs, a figure adopted by this and the previous administration.

The Bureau of the Budget, in consultation with various agencies, has deter-
mined that a reasonable part of the cost of patent services be recovered because
the patent system confers a more direct benefit on patent owners than is the case
with certain other Government services. The Bureau of the Budget has asked
me to transmit to this committee a letter explaining this policy, and a copy of it
is attached to this statement. The reasonableness of a 75-percent recovery
figure is reinforced by the fact that, historically, our Patent Office and those of
most foreign countries have been substantially self-supporting. During the
last 20 years our income has failed substantially to cover our operating costs, and
the gap has widened more and more.

Congress has been responsive to the needs of the Patent Office. Starting in
fiscal 1956, for example, the Congress has permitted us to increase substantially
the examining force so that the backlog could be attacked. This buildup in the
size of our examining corps, it was thought, would allow us to eliminate the
backlog. After the Office had reduced the workload to a normal one, it was pro-
posed, the examining corps would be allowed to decline in size by virtue of our
heavy turnover, which is well known. For a number of reasons that approach
did not fulfill all its goals, and we no longer rely upon it for planning. But the
point here is that this buildup has required larger and larger appropriations, and
they may well need to become larger yet. While there has been a substantial
reduction in the backlog, it is now clear that this rapid buildup in personnel has
not totally solved our problem.

Not only does the number of patent applications filed each year increase, but
the average disposal rates of examiners have continued to drop in a long-established
trend during the past 20 years, largely because of the increased complexity of
the subject matter to be examined, and because of both the increased complexity
and the increased quantity of the prior art to be searched. These and other
reasons for the present difficulties of the Patent Office have been explained in
detail to the subcommittee of the Committee on Appropriations of the House
of Representatives which examines our budget requests. A copy of our state-
ment before that subcommittee this year will be submitted for this record when
transcripts of the appropriations hearings are published.

This has created what I have referred to as a crisis in our examining system.
We are attacking this problem on several fronts: Research and development in
information retrieval, reorganization of the administrative apparatus of the
Office, including establishment of a planning and operations audit group to check
performance and evaluate substantive changes in the field of patent law, improve-
ment of the physical facilities of the Office, and revision of our personnel and
promotion policies. We have also adopted, as a quasi-emergency step, a policy
of expediting action on older cases in the Office. The result is that we have at
least temporarily checked the rise in our backlog and since the beginning of this
fiscal year reduced it by some 1,500 cases, despite a very high rate of receipts.
We may in the long run have to ‘“pay back’ some of the advantages we have
gained by concentrating on older cases, but we felt it important to stem the
tide, even in the short run.
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In short, we are attacking this problem on all fronts, but it appears clear to us
that we will continue to need substantial budgets. It is nolonger a case of asking
Congress to be generous temporarily. These heavy and growing burdens on the
Patent Office are a natural result of the revolution in research and development in
both the Government and private industry since the war. We know now that the
allocation of greatly increased expenditures to research and development is not
merely temporary. We know that burdens on the Office will continue to grow.
The solutions we are seeking will require additional money. The present bill is
no panacea, but it will alleviate or reduce the outflow from the Federal Treasury
as we work toward the solution of our problems.

This fee bill provides incentives to efficient prosecution and examination of

atent applications. Most fee bills have been designed merely to increase income,
Fittle consideration being given to a fee structure that influences the conduct of
the examination process. One of the basic purposes of this bill is to use fees to
encourage applicants and attorneys to follow what we believe are orderly and
efficient practices. This lies behind the substitution of H.R. 10966 for H.R. 7731.
The estimated revenues from the fees of each bill are comparable, but the incentive
features we have built into H.R. 10966 will improve practice and more reasonably
relate the cost of examining a given case to the fees involved.

The third objective is to fix the time of payment of the maintenance fees—
which will eventually represent about 25 percent of all Patent Office income—at
a time when the patent owner is in a better position to pay. The first maintenance
fee would become payable before the end of the fifth year of the life of the patent.
At that point, the patent owner can evaluate his patent, determine what, if
anything his patent has earned, and decide whether it is worth paying the fee to
keep his patent in effect. For any patent of value, this first maintenance fee of
$100 must be considered nominal. There is here an additional beneficial effect:
Those patents that are not being exploited should be discarded at the earliest
possible time so that the so-called ‘‘deadwood” does not impede commercially
usable innovations. Maintenance fees would encourage patentees to discard
patents whose disclosures they do not expect to come into commercial use. Not
all patented inventions come into commercial use, and many of those that do come
into commercial use are superseded by later developments.

Moreover, many patent applications are filed as ‘‘defensive’” applications.
Such applications are filed primarily to protect the applicant against charges of
infringement from someone else who claims to have made the invention and to
have made it first. There is often no intention to enforce the patent against others,
and the purpose of the ‘“defensive’” application has been served with the publica-
tion of the patent. (This phenomenon is discussed in detail in “The Patent
System and the Modern Economy,” study No. 2 of the Subcommittee on Patents,
Trademarks, and Copyrights of the Committee on the Judiciary, U.S. Senate,
85th Cong., 1st sess., Doc. 22.)

The lapse of such patents because of nonpayment of maintenance or renewal
fees would reduce the number of patents that must be considered in infringement
investigations and would place more of the expenses of the Patent Office on
owners who are exploiting their patented inventions and benefiting from the
patent system. Unless maintenance fees are imposed, the other patent fees will
have to be increased steeply. In my judgment, fees in connection with obtaining
patents should only be high enough to encourage good practice and the balance
should be recovered by fees which bear some reasonable relation to the value to
the patent owner which the patent represents.

This points up the fourth objective of H.R. 10966. It would produce the
necessary income, yes; but in doing so, it should have a minimum deterrent effect
on the filing of new patent applications. No matter how little fees are raised,
any rise might tend to deter filing of some applications. Even so, a fee bill should
be structured to minimize any such adverse effect on filing, consistent with the
income that must be recovered.

Thus the present fee bill endeavors to recover a reasonable part of our costs,
to encourage better prosecution before the Office, to fix payments of the fees at
more convenient times, and to reduce the number of unused patents in force, all
without significantly discouraging the filing of new applications.

In light of this introduction, it will now be easier to perceive why potentees
and patent owners can be conceived of as special beneficiaries of the patent system.
This view is important to understand because, in part, H.R. 10966 was developed
on the policy of the Bureau of the Budget of recovering a reasonable proportion
of the cost of Government services from these to whom these services represent a
special benefit. This is not at all to deny the broad general benefit which the
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patent system and the issuance of patents confer upon the public as a whole.
That theory has been frequently stated and is well understcod. The patent
system by its very nature, it is believed, encourages invention, and, equally
important, encourages early and complete disclosure and investment in the
invention to bring its commercial benefits to the public. To restate this classic
and almost universally accepted rationale for the patent system, however, it is
not to gainsay that these public benefits are achieved by means of special benefits—
specifically the patents themselves and the rights they confer—which are thus
made available to inventors and their assignees.

GENERAL REASONS FOR INCREASING FEES

H.R. 10966, broadly speaking, presents this committee with two questions:
(1) Does the Congress concur that the Patent Office should recover a higher per-
centage of its operating costs and specifically about 75 percent thereof instead of
the present recovery of about 30 percent? (2) Assuming the Congress does
want us to recover a higher percentage of our operating costs, the present fee
schedule must be changed; then the only remaining question is, In what manner
shall the new fee schedule be structured?

H.R. 10966 represents a definite point of view on both of these questions. The
answers which we have submitted for your approval are that the Patent Office
should recover a substantial portion of its costs; and that certain of the fees
through which costs are recovered should be distributed in a manner designed to
improve our examining procedures in the Office, as well as to increase the amount
of money taken in.

I believe that it will be helpful if I deal with these two questions separately.
Therefore, I intend to turn immediately to a discussion of the disparity between
our operating expenses and our income. Thereafter I shall turn separately to
the manner in which we propose to change the fees to close this gap and, at the
same time, to encourage better practice before the Patent Office.

Historically, the income from patent and trademark fees and services once
covered our operating costs. Only in the last 20 years has there occurred an
increasing divergence between income and operating costs. Figure 1 graphically
illustrates the fact that our operating costs have risen sharply, partlcularly in the
last 15 years. Our income has fallen behind our expenses at an increasing rate.
When the last major fee change was instituted in 1932, it was to reestablish a
balance between income and opecrating costs that had permitted our operation to
be substantially self-supporting.

This probiem is not unique to the U.S. Patent Office. Patent operating costs
have increased drastically in many other countries. For example, figure 2 com-
pares operating cost increases for a number of countries, the United States in-
cluded, using the average for 1930-39 as a base. Using the figure 100 to represent
this base, our operating costs today are approximately 500. On the same basis
of comparing the average costs of 1930-39 with today, Germany, Switzerland,
Great Britain, the Netherlands, and Canada, today have expenditures represented
by the readings of over 300, 500, 550, 800, and 1,100, respectively. And that is
not the end of the story.

Figure 3 gives an idea of the average cost recovery for a number of countries,
including the United States, during the period 1957-60. A number of countries
show surpluses; and, although a nun-ber of others did not break even, they were
far closer o the break-even point than was the United States. We continue to
have the lowest recovery ratio of any of the countries for which we could find
financial data. In 1961, for example, we recovered approximately 32 percent of
our operating cosis by fees, whereas in 1932 the percentage was 81 percent before
the legislation of that year again brought income to near full recovery of operat-
ing expenses fer a few years.

Figure 4 illustrates the percentage of cost recovery for these countries and the
TUnited States for the averaged period 1930-39 and the years 1950 through 1960.

Whatever can be said about the amount reauested by the present fee bill, some
substantial adjustinent in income to the Patent Office for services rendered to
applicants and patentees should be provided. There is far too great a difference
between our present cost recovery figures and those following the last major legis-
lation in 1932, judged both against our own history and in comparison with the
experience of other industrialized countries.

The estimated income from H.R. 10966 assumes full application of the revised
fee schedule proposed therein (see table 1); but the full income from the revisions
cannot be realized until 13 years have elapsed from enactment—primarily because
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the maintenance fees proposed in the bill would apply only prospectively to patents
issued after the effective date of the legislation. Thus, initially, the recovery
would amcunt to no more than 55 percent ¢f our budgeted operating costs for
fiscal 1963.

Quite aside from the question of whether our income from services and examina-
tion activities should substantially cover our operating costs, it is revealing to
look to the changes in the 1932 fee structure necessary to provide a comparable
position for us today. A substantial increase is required. 1In fact, if we take into
account only what is commoniy called the decreased purchasing power of the
dollar, the 1932 filing and final fees totaling 860 would have to be 3131 in 1962.
This is illustrated by figure 5. Beyond this adjustment, H.R. 10966 wculd re-
quire only an additional 313 for an average size patent—nct counting the mainte-
nance fees. In short, a substantial part of H.R. 10966 represents what we can
call a cost-of-living adjustment of 1932 fees, not new burdens.

In fairness to the Patent Office and to my predecessors, I think I should explain
the reasons for the large increases in budget required for the Patent Office since
1932. For the most part the increases represent simple, relentless increascs in
the basic expenses of our operation. A few examples will illustrate this fully.

The principal components of our budget are compensation and benefits for our
employees and printing. Taken together, these represent over 95 percent of our
budget today, they represented over 95 percent of our budget in 1932, and they
represented over 95 percent of our budget in 1940. In 1940, when the growing
disparity between income and expenses began, the average salary for Patent
Office employees was 32,600 per annum. Today the average of salary and benefits
amounts to $8,100—8$7,500 salary, and $600 benefits—three times as much. (See
tables 2 and 3.)

In 1940 the rate per page for printing patent specifications was $4.41. Today
it is $14.75, over three times the former amount. To print the specifications and
drawings, and to publish the issuance in the Official Gazette, the average patent
of today costs about $63. At 1940 prices the cost would be about $19. The
presenl cost is over three times the former.

(Incidentally, all our printing is required by law to be done at the Government
Printing Office.)

If we look to other Government fees, we see that those costs have also risen
(table 5). Not so the patent fees. They have remained pegged to the 1932 level.
This has naturally and inexorably caused a substantial decrease in the percentage
of our operating costs recovered.

Also illustrative of the marked change that three decades have wrought in
costs, is the increase in minimum fee schedules for typical legal services. We see
in table 4—Wisconsin is used as an example—that, whereas the minimum fee for
drafting a simple contract in 1928 (just before the depression) was $5, it is now $15.
The minimum fee for organizing a simple corporation was $75 in 1928; it is now
$250. It is unnecessary to expound on this at length. The increase in the cost
of legal services, like those of all services, reflects a drastically changed economy
and is a fact of which we are all aware.

Further evidence of increased charges to cover increased costs is provided by
estimates of charges made by patent lawyers for various patent services in 1937
as compared to those made in 1959. Some figures were taken from different
editions of a widely used book, “Inventions and Their Management,”” by Berle
and De Camp. We have revised these figures and updated them to 1961 on the
basis of informal discussions with patent lawyers throughout the country.

To some extent, these revisions have been corroborated with data provided us
by XNational Aeronautics and Space Administration, which received bids from
three patent law firms in California for the preparation of patent applications
(appendix C-2).

It is my understanding that the committee has expressed interest in the relation
of Patent Office fees to the total costs of obtaining a patent. We have given here
the best data which we have. Fortunately, the committee can expect, I believe,
that several witnesses who may appear at these hearings can of their own personal
knowledge give the committee additional information about legal expenses con-
nected with patents.

Table 6 shows that most costs connected with patent prosecution and litiga-
tion have at least doubled between the mid-1930’s and 1960. This has reduced to
approximately 9 percent the percentage that Patent Office fees now represent in the
total costs for procuring a patent on a simple invention. Surely, there is no
reason why Patent Office fees should not undergo a change proportional to the
changes that have occurred in the cost of legal services connected with patent

84863—63——4
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procurement. We must remember that most of the applications filed in 1961
were prepared and filed by attorneys. Even the increased filing and issue fees
proposed by H.R. 10966 would amount to less than 20 percent of the typical bill
for obtaining a patent on a simple invention (fig. 6).

SUMMARY OF PROVISIONS OF H.R. 10968

I propose first to survey the specific provisions of H.R. 10966 and the revenue
anticipated therefrom with only brief comments on the reasons for the charges.
The detailed consideration of the reasons will be deferred. (In connection with
the incidence of the fees, appendix C-3 may be helpful for it explains the examin-
ing process in conjunction with fig. 7.)

The more important of the Patent Office fees are collected in table 7, which
indicates the date of the last change and the fee imposed prior to the present
fees. Figure 8 illustrates the difference in income estimates for 1962 between the
principal present fees and those proposed by H.R. 10966.

Section 1. Patent fees

Section 1 of the bill makes various changes in the fees payable to the Patent
Office in connection with patent applications and patents.

The two basic fees in patent cases are a fee payable when the application for
patent is filed and a fee pavable when the patent is to he issued. These now are
$30 each (with a charge of $1 for each claim in excess of 20, the results of which
are relatively minor). These two fees produce approximately 50 percent of the
revenue of the Patent Office.

Item 1 of section 1 proposes to raise the filing fee from $30 to $40 with a further
payment of $2 for each claim presented in excess of 10 (whether in independent
or dependent form) and $10 for each independent claim presented in excess of
1. The difference in form between an independent and a dependent claim is
simple enough. A claim in independent form stands on its own in defining the
invention, while the dependent form incorporates by reference a previous claim
and adds some additional limitation. For example, a dependent form would be:
““Claim 2. A life preserver in accordance with claim 1 and means to fasten the
prescerver around the waist of the user.”” A further discussion of dependent and
independent claims and the reasons for the difference in charges will be made in
detail later.

It is estimated that this revision will approximately double the income from
filing fees for original and reissue applications. (See table 1.)

The second important change in fees by section 1 (item 2) is to raise the fee
required to issue a patent from $30 to $40 with an additional charge of $10 for
each page of specification as printed and $2 for each sheet of drawing. It is esti-
mated that this change will more than double the income from the issue or final
fee. (Illustrated in fig. 8.)

Section 1 also changes the design fee structure. Item 3 requires a filing fee of
$20, an issue fee of $10, $20, or $30, depending upon whether the applicant wants
a term of 3%, 7, or 14 years. The present design fee is a filing fee of $10, $15, or
$30, depending upon the term of the patent that is wanted. One of the purposes
in changing this section is to have design fees parallel the filing and issue fees for
other types of patent applications and to avoid the present practice wherein an
applicant files for a 3%-year term and, upon allowance, requests that the term be
increased to 7 or 14 years, paying the balance of the fees. The increase in revenue
from this change is less than $90,000 a year, but it is estimated that the change
will reduce to a reasonable extent some of the burdens on the Office and, for that
matter, on the applicant himself.

For a similar reason, section 1 changes the structure of the reissue patent fees
from a flat charge of $30 for filing the application to a filing fee of $40 with an
additional charge of $2 and $10 for total claims over 10 and independent claims
over 1 newly presented (item 4); and an issue fee of $40 plus $10 for each page
of specification as printed and $2 for each sheet of drawing (item 2). There i3
no fee currently charged for issuing a reissue patent. Here again, the revenue
from the change is slight. There are only approximately 200 reissue applications
filed each year; however, the revision will establish uniform treatment for all
patent applications, whether original or reissue. It costs as much to print the
reissue patent as it does an original patent, and certainly the cost of examining
such applications, although it starts from where the previous application left off,
can be and usually is substantial in most cases. These facts being true, it is not
unreasonable for reissue applicants to pay the same fees as new applicants are
required to pay.
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Item 6 of section 1 changes the fee on appeal to the Board of Appeals from
325 to 850 if the Board considers the appeal on the merits and to $100 if an oral
hearing is requested. It is provided, however, that all but $25 of either of these
fees will be refunded if the applicant withdraws the appeal before the Board
takes it up for consideration.

Here the purpose is twofold: (1) to increase the appeal fee to be more nearly
commensurate with the expense involved, and (2) to encourage submissions on
briefs or, at least at a minimum, make a charge for oral hearings, rather than
burden those who are willing to submit their appeals on written briefs. Beyond
this, we want to encourage withdrawals at the earliest possible time.

In many cases, after the brief is filed, the case is reconsidered, by the examiner,
the claims allowed, and the appeal withdrawn. In other cases, the appellant may
lose interest in the invention and abandon efforts to get his patent. In both
cases, the fee structure will encourage applicants to resolve the issue at an early
time and withdraw the appeal. This will unburden the Board of Appeals from
its increasing backlog.

Approximately 60 percent of the appeals filed do not proceed to hearing or
decision; as to these, there would be no change in the appeal fee. Of those
decided, in only 30 percent is the examiner reversed in whole or in part.

The final important change in section 1 pertains to the recording of assignments,
At present a basic charge of approximately $3, with small surcharges for size and
additional items, is made to record an assignment even though a number of appli-
cations, registrations, or patents are assigned by one instrument. The combined
charges average about $3.20. Item 10 of section 1 of the bill proposes a charge of
$20 for each item recorded. A substantial increase in income to the Patent Office
from this charge is illustrated in figure 8. One of the principal purposes in raising
the fee for recording an assignment is to place more of the burden for Patent Office
operations on those applications, patents, and registrations which have proved to
be valuable. Presumably, there would be no traffic in patents, applications, and
registrations which are valueless. Conversely, if anyone goes to the trouble to
arrange an assignment of any one of these, it must have some value.

Ttems 5, 7, and 8 deal with procedures of relatively infrequent occurrence and the
income from these is small. Changes are made to keep them in line with the other
changes in the bill. The reference to certificates under section 256 in item 8 is
new and to this extent a minor new fee is added.

The sale of printed copies of patent specifications at 25 cents per copy represents
a large fraction of Patent Office income, at present about 20 percent of the total.
No change in this fee is proposed, but item 9 of section 1 adds a provision giving
the Commissioner authority to raise the charge to not more than $1 in the case of
specifications above a certain size and for plant patents printed in color.

Sections 2 and 10, fees to be paid by Government agencies

Section 2 of H.R. 10966 provides that patent fees shall apply to Government
agencies; in other words, they are to pay the same fees as anybody else, except that
fees for incidental or occasional requests may be waived. Section 10 makes a
coordinating change. Objections may be raised to this provision on the ground
that it is purely a bookkeeping operation and should not be required.

To this, there are several answers. For one thing, it seems desirable to keep a
record of how deeply involved other Government agencies are in the patent pro-
curement business. This infornation would also be helpful in any evaluation of
Government patent policy, and also in connection with various appropriation
considerations.

We are not exempt from making payments to other agencies of the Federal
Government. Most notably, we paid the Government Printing Office nearly
$3 million in 1961 for printing patent specifications and various publications such
as the Official Gazette and the like. If interagency transfers are simply book-
keeping entries, this should not have been necessary. However, I think it is a
good thing. It causes us to keep our printing costs in mind and look for ways to
simplify, reduce patent size, and the like. In general, it acts as a brake on the
totatlf outlay for the Patent Office operation and is, therefore, I believe, salutary
in effect.

It does not seem unreasonable to allow the Patent Office to receive income from
other Government agencies which file and prosecute patent applications. The
applications filed by these agencies take up examining time and require other
patent service functions just as do those filed by individuals and companies.
There is no reason why their proportionate share of our costs should not be re-
flected in our income receipts just as those of any private individual or company
are reflected.
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The note on table 1 points out that we would realize approximately $300,000—
based on the current volume of business—from fees paid by Government agencies
if H.R. 10966 is enacted into law. For the even heavier commitments by Govern-
ment in research and development programs, this is bound to increase. I believe
the other agencies should pay for our services and a number of Government agen-
cies, including the Bureau of the Budget, agree with this view. Any Government
agency should be made to think twice before ordering many copies of many
different documents. People tend to treat costs more respectfully when they come
out of their own budget. It is good business to put some restrain on practices
like ordering 7,882 copies of patents with a sale value of $1,970.50, requiring 2
man-weeks to fill the order, and then notifying the Patent Office that the copies
were not wanted after all. This is not an isolated case.

Moreover, we have referred to what we call the incentive aspects of the bill to
promote more efficient prosecution before the Office. There is no reason to believe
that this discipline will be any less effective on practitioners representing Govern-
ment agencies in soliciting patents than on those representing private clients.

As a matter of fact, the similar sections in the previous bill, H.R. 7731, responded
to earlier action on this point by this committee. During an earlier hearing in
1955, on H.R. 4893, which required Government agencies to pay only certain fees
and not all the major ones, it was the committee’s suggestion that the Patent
Office should collect all fees from Government agencies just as it does from
private businesses. The committee reported a substitute bill, H.R. 7416 (H.
Rept. 1201, 84th Cong.) in which it revised the provision so as to require Govern-
ment agencies to pay all fees, including application and issue fees.

There is another compelling reason for this provision. The Patent Office goes
before the Appropriations Subcommittees each year and is rejquired to make a
showing of how its income stacks up against its operating costs. Part of our
deficiencies arise because Government agencies do not have to pay fees. If we
can receive reimbursement for expenses falling upon the Patent Office because of
demands of other Government agencies, as we must pay them for expenses
incurred by the Patent Office, financial responsibility will be fixed and encouraged;
and accountability to the Congress will be much easier for all.

Section 3, trademark fees

Section 3 of the bill makes various changes in fees related to trademark cases.
In form, the section of the Trademark Act dealing with fees is reorganized, so that
fces which are not changed are repeated. There are three major changes in
trademark fees and a few minor ones. First, the fee for filing an application to
register a mark is proposed to be raised from $25 to $35; second, a fee of $10 is
made payable at the time an affidavit of use is filed (at the end of 5 years); and
third, the fee for recording an assignment of a trademark registration is increased
to $20 to be consistent with that for recording patent assignments.

For the first time, a fee is made payable on the filing of a petition to revive an
abandoned trademark application. And, the fee for surrendering a registration
has been dropped.

Section 4. Payment of issue fee

This section of the bill proposes a different procedure for the payment of the
issue fee. At present a notice of allowance is sent to the applicant. There then
is a 6-month period within which the final fee must be paid, and thereafter the
patent normally issues within 7 weeks. (There is also a provision for the delayed
payment of the issue fee up to 1 year.) It is proposed that once the notice of
allowance has been mailed to the applicant, the Patent Office will proceed to
issue the patent forthwith. In most cases, the patent will issue in a normal course
of time (30 to 60 days) after the notice of allowance is mailed. The issue fee will
be due 3 months after the date the patent is issued.

However, seciion 4 will permit the Commissioner to require a deposit to be
applied against the issue fee before issuing the patent. This provision will give
sufficient flexibility to the Commissioner so that in the case of particularly large
applications, the heavy cost of printing is not incurred, or at least not incurred
without good likelihood that the fees will be paid.

This particular arrangement for the payment of the issue fee is used for two
reasons. First, it will allow the Patent Office to issue patents substantially
sooner—in fact, the waiting period of 6 months for paying the final fee vanishes.
This decrease in the period of pendency will permit us, without anything more,
to get new technology to the public at an earlier date. Second, this particular
arrangement as to the issue fee will enable the applicant to calculate the amount
of the components of the issue fee easily before it is due.



PATENT OFFICE FEES 49

If the fee were to be paid after the notice of allowance was sent out, but before
the patent issues, it would be necessary to make a rough page count of the applica-
tion and an estimate of how many printed pages are involved. Since applications
have many interlineations and other additions and deletions during the course of
prosecution, it would be quite time-consuming to attempt to make such an
estimate. It might also be inaccurate in the final analysis. By waiting until
after the patent issues, and basing the charge on the numbert of sheets of drawings
and pages of specification as printed, the applicant can easily make an exact
determination of the amount of the final fee and submit it within 3 months of the
issue date.

Sections 5—-8. Maintenance fees

Sections 5 to 8 of the hill introduce maintenance fees in patent cases. To
keep a patent in force after it issues, the patentee would be required to pay a first
fee of $100 due at the end of the 5th year of its life, a second fee of $200 due at the
end of the 9th year, and a third fee of $300 due at the end of the 13th year. The
successive payment of these fees is required to maintain the patent in force.
Failure to pay any of them would result in the lapse of the patent.

Let me make a few comments on the maintenance fees.

First, a grace period of 6 months is provided in which to pay the maintenance
fees as they become due. This is to save the patentee if he misses the anniversary
date for some reason. The grace period provision also satisfies our otligation
under the Paris C'onvention for the Protection of Industrial Property.

Second, there is a provision in these sections which permits deferment by an
inventor who still owns his patent and has not made money or received value
from the patent at least equal to the amount of the maintenance fee prior to the
date that fee is due. For example, at the end of the fifth year, if the inventor
still owns his patent, and has not made money, or received equivalent value from
or under the patent, at least equal to the $100 fee required, he can file an affidavit
f,o(ichis effect and the payment will be deferred until the second maintenance fee
is due.

At the end of the ninth year, if the inventor has not made at least the $200
then due (or received such value), he can request a deferment of the second fee
by affidavit; a second deferment of the first fee can also be requested.

At the time the third maintenance fee is due (at the end of the 13th year),
however, even though the inventor has not realized anything on his invention,
the patent will lapse unless the fees then due are paid. This means an inventor-
owner can maintain his patent in force for 13 years witho't any payment of
maintenance fees unless and until he has successfully exploited his invention
at least to a point where the benefits therefrom are at least equal to the cumulative
amount of the first two maintenance fees.

In the case of maintenance fees and assignments, there is here an effort to place
part of the burden of running the patent operation on those patents which prove
successful at least to some extent.

The basic provision for maintenance fees is in section 6 of the bill; section 8
specifies the amount of the fees; sections 5 and 7 make incidental amendments.
Section 9. Time of coming into force

Section 9 works out the time of coming into force of various provisions which
need special treatment.

The maintenance fees are not made retroactive to existing patents but are made
to apply only to patents issued in the future in the manner indicated.

The new patent issue fee and issuance procedures apply to cases in which the
notice of allowance is sent after the effective date of the act.

The new trademark affidavit fee is applied only to registrations issued after
the effective date of the act and to certain old registrations which are brought
into the condition of requiring the affidavit, after the effective date.

INCOME RESULTS OF THE BILL

The results of the fees specified in the bill are based on estimates for the current
fiscal year (table 1). TUnder the present schedule of fees the income—using fiscal
1962 as a basis—is estimated at $7.7 million, which would be 31 percent of operat-
ing costs, and a lesser percentage of the budgeted operating costs for the coming
fiscal year 1963. The effect of the maintenance fees would not commence for 5
vears and would not become complete for 13 years; and the trademark affidavit
fee would not come into the picture for 5 years. Without these items the return
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from the bill would be $15 million or 60 percent of 1962 operating costs and
about 55 percent of operating costs budgeted for fiscal year 1963. However, if
all the fees were in full effect, the anticipated revenue would be $20,984,000,
which amounts to approximately 75 percent of the budget for fiscal year 1963
which has been submitted to the Congress.

The results with respect to the major individual items are indicated in the
following: Figures 9-13 depict the income derived from patent and trademark
fees and also the operating cost incurred in the various segments of the Office.
Figure 9 indicates that the patent filing fee at the present time accounts for
approximately 32 percent of Patent Office income (see also tables 29-30).

The final fee accounts for approximately 18 percent, patent copy sales account
for 20 percent, and trademark filing fees account for 8 percent. Hence, it can
be seen that the two most important fees in terms of the income produced are the
filing and final fees for patents.

Figures 10 to 13 break down the operating costs of the Patent Office by function.
Figure 10 illustrates the distribution of operating costs between the functions
of patent examination and adjudication, trademark examination and adjudica-~
tion, and administration and program services. The patent examination and
adjudication function accounts for approximately 77.1 percent of our operating
costs, the trademark examination and adjudication function for approximately
4.1 percent, and the miscellaneous costs under administration and program services
for approximately 18.8 percent.

Breaking the patent examination and adjudication function down further,
figure 11 illustrates that examining and classification account for approximately
59.4 percent of the total Patent Office costs, with 17.7 percent accounted by the
cost of printing and publishing, and the costs of Board of Appeals, Board of
Patent Interferences, and research and development. Figures 12 and 13 similarly
break down the trademark examination and adjudication costs and the
administration program services into their respective parts.

Figure 14 compares the cumulative fee structures for selected foreign countries
and the United States. For the United States, the present fees are compared
with those that would be due if all fees under H.R. 10966 were paid.

HOW H.R. 10966 ACHIEVES ITS OTHER OBJECTIVES

I would like to turn now to some of the conditions—other than our low cost
recovery which I have already discussed—which I feel can be improved by the
proposed bill. They are in the order in which I shall discuss them:

1. The absence of a relation between the size and complexity of a given
application and the fees involved;
o 2. The lack of incentives to encourage better practice before the Patent

ffice;

3. The delay in issuing patents; and

4. The accumulation of unexpired patents that are never used or whose
disclosures are commercially superseded.

The absence of a relation between size and complexity and the fees involved

Item 2 of section 1 of the bill is directed to this problem, It calls for a charge
of $2 for each sheet of drawing and $10 for each printed page of specification,
thereby making the issue fee somewhat proportional to the size of the application.
There is nothing new about this problem. It has been with us for a long time,

Simple fairness suggests that there should be a substantial difference between
the charge on patents exemplified by No. 1,817,451 and on patents exemplified
by No. 1,826,026. The former includes 40 sheets of drawings and 98 pages of
printed specification, while the latter consists of 1 drawing and 1 printed page
of specification. Nonetheless, even in 1932, the basic filing and final fees assessed
for both were the same.

The situation is no better in the 1960’s. Patent No. 2,925,957 (which includes
354 sheets of drawing and 216 pages of printed specification) was obtained for
the same filing and final fees totaling $60 that were required for Patent No.
2,955,299 (which consists of 1 sheet of drawing and 1 page of specification).

Admittedly, in both comparisons, charges were made in the larger cases for
claims over 20; but the fees for the smaller and larger cases are still comparable
even when that is taken into account.

Here we are concerned not with how much money we should receive from patent
fees, but where the money ought to come from. I think everyone would agree
that there was a marked difference in the time required to examine the patents
I have cited. Patents Nos. 1,817,451 and 2,925,957 are what are commonly
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referred to as “‘jumbo’’ patents. They required large amounts of time on the part
of the examiner, particularly when contrasted with the time required to act on
patents Nos. 1,826,026 and 2,955,299. Even if it is assumed that the large patents
contribute far more to the storehouse of technical knowledge—a doubtful assump-
tion—there is no reason why inventors whose inventions are described in short
applications should be required to pay a large share of the cost of examining and
issuing the “jumbo’ patents. Many pioneer patents—for example, 821,393 (fly-
ing machine), 879,532 (triode vacuum tube), 2,524,035 (transistor)—involved
short patent disclosures.

Figure 15 compares disposal rates for the average examiner who examines
subject matter of different degrees of complexity. Those divisions that handle
more complex subject matter have average disposal rates substantially below
those that handle what we call ordinary or simple inventions. And the complex
application divisions even have digposal rates substantially below tlie overall
average for the Office, whereas those handling simpler subject matter are well
above the overall average.

TFigure 16 illustrates this another way. It shows the relationship—or more
precisely, the lack of relationship—between the number of claims and number of
sheets of drawings and pages of specification, based on a sample of patents issued
in 1961. With respect to this sample, table 14 shows that the overall average
number of sheets of drawing is 2, the average number of pages of printed specifi-
cation is 3.7, and the average total number of claims is 6.7. But it also shows
that the overall averages cover a wide range. If there were perfect correlation,
all the lines connecting the number of claims to the average number of sheets of
drawings and to the average number of pages of specification would be parallel.
in our judgment, it is not fair to the applicant on the low end of the range to
pay the freight for those on the high side. Tt is our hope that this condition will
be, in part, corrected by the structure of the present fee bill.

Not only does the uniformity of the present fees unnecessarily assess the appli-
cant who files a short and succinet disciosure, but it provides no economic in-
centive to the good practitioner. We want to encourage applicants and attorneys
who file good applications and in some way discourage those who employ un-
necessary drawings, redundant and excessive descriptions, and unreasorable
permutations and combinations of claimns.

We believe that the discrepancy between the size and complexity of inventions,
on the one hand, and the fee involved on the other, needs correction. A more
reasonable relationship should be established between these factors, and this is
what item 2 of section 1 of the bill is designed to do.

The lack of incentives to encourage better practice before the Patent Office

1. Claim obscurity and prolizity—As I mentioned earlier, item 1 of section 1 of
the bill calls for a charge of $10 for each independent claim in excess of 1 and a
charge of $2 for each claim, independent or dependent, in excess of 10. (Sec. 112
of title 35 states in part, “The specification shall conclude with one or more
claims particularly pointing out and distinctly claiming the subject matter which
the applicant regards as his invention.”) Item 1 of section 1 of H.R. 10966 has a
provision that will do much to discourage the unreasonably multiplied permuta-
tions and combinations of claims filed by some applicants and to encourage the
dependent form of claim.

The need to check the unnecessary multiplicity of claims contained in patent
applications has been long acknowledged. In 1924 a Committee on Patent Office
Procedure was formed by the Secretary of the Interior (the Patent Office was then
a bureau of the Department of the Interior) by inviting several Patent Law Asso-
ciations, the Chamber of Commerce of the United States, the National Association
of Manufacturers and the American Engineering Council to nominate representa-
tives to serve on the Committee. The membership of the Committee was dis-
tinguished, and a list of the members is attached hereto as appendix C—4.

The Committee filed its report with the Honorable Herbert Hoover, then
Secretary of Commerce, on April 15, 1926. (The Patent Office had by that time
been transferred to the Department of Commerce.) Among the observations
and recommendations of the Committee was the following:

“The work of the Patent Office is enormously and unnecessarily added to by
the multiplicity of claims contained in applications. There is no one change
which would be so helpful in the present situation as the placing of a limit upon
the number of claims. There are attorneys who make a practice of writing claims
by a permutation and combination formula or system. Such a practice is un-
necessary and is fearfully wasteful of public money.”
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Later commentators on the patent system and the Patent Office have perceived
the same difficulty. For example, Mr. George E. Frost of Chicago in his mono-
graph “The Patent System and the Modern Economy,” which was published as
study No. 2 in a series sponsored by the Subcommittee on Patents, Trademarks,
and Copyrights of the Committee on the Judiciary, U.S. Senate said:

“A broad field for improvement—helpful to the Patent Office, the public, and
applicants alike—lies in simplifving and streamlining the preparation and prose-
cution of patent applications. Excessive numbers of patent claims, for example,
extend the time required for the examiner to pass on an application and, if em-
bodied in the issued patent, they unnecessarily complicate the efforts of com-
petitors to evaluate the patent and labors of a court in enforcing it. However,
with an understandable abundance of cantion—and in some instances because of
inadequate care in preparing the applications—patent applicants may file a num-
ber of claims greatly in excess of those called for by the circumstances. No
categoriecal rules can overcome this difficulty—for there are occasions when many
claims are necessary. The solution to the problem accordinely lies in {ivin~ the
Patent Office ample authority to control the number of claims and in placing a
substaniial incentive upon the applicant to submit only such claims as are really
necessary.”’ [Emphasis added.]

Item 1 of section 1 of H.R. 10966, by setting different fees for dependent and
independent claims, is designed to provide the incentive of which Mr. Frost
speaks.

To date, the only effort to charge according to the number of claims hecame
law in 1927. It invoked a nominal charge of $1 for each claim in excess of 20.
However, the regulatory effect of this nominal charge, if such was intended, is not
demonstrated by the facts. A study designed to evaluate this effect showed that
in the applications surveyed there was no statistically significant decrease in the
number of claims over 20.

One phase of an examiner’s job is to analyze the differences between claims so
that he can ascertain in what areas he should look for anticipatory art. In an
effort to measure the time required for an examiner to analyze the differences in
scope when the forms of the claims are different, a number of experienced ex-
aminers were asked to evaluate a selected number of patents having claims in
both independent and dependent form. (As I mentioned earlier, the independent
form requires no reference to any other claim, while a claim in dependent form
incorporates merely by reference a previous claim and adds some additional ele-
ments or limitations.) Figure 17 demonstrates that even in the case of simple
patents, the time saved in analyzing the differences between claims is approxi-
mately 2 to 1 in favor of the dependent form of claim. (See also table 9.)

To make the point more clearly, consider patent No. 1,817,451. It not only
includes 40 sheets of drawings and 99 pages of printed specifications but over
900 claims. Reflect for & moment on the difficulty faced by an examiner, even
if he is experienced, in analyzing the differences between these claims, a job which
he must do to perform his examining task properly. There is no reason why
this sort of prolixity in claiming should be allowed. It should be discouraged.

One way of reducing the number of claims, in order both to establish better
practice in the Office and to make the job of interpretation easier for the courts,
is simply to require applicants to limit the number of claims which they file.

We submit restraints through financial incentives will be more effective than a
mere power in the Patent Office to restrain prolix claiming. An applicant can
always contest a Patent Office rejection of claims for multiplicity. The work
imposed on the Office in adjudicating such a contest can be as great as an adjudi-
cation on the merits of the claims themselves. The cost incentive that we propose
is self-executing and continuing.

Figure 18 is helpful in demonstrating the difference in form between independent
and dependent claims and the marked advantage of the dependent form. In
this display of the claims for a simple inventive concept, note that the four claims
of the patent were written in independent form, so that it is difficult to ascertain
the differences between them without a careful comparison. Yet claims 1, 2,
and 4 differ from claim 3 only in minor ways. Claim 3 is the broadest claim, but
the reader is not aware of this in his first scanning. Had the claims been written
in the dependent form you see in figure 18, with claim 3 first, the examiner’s job
clearly would have been easier. He would have been able to tell immediately
that the claims differ from one another only slightly. Multiply this savings in
the time to analyze one application by the more than 80,000 applications examined
per year, many of which concern much more difficult technology than does the
patent of figure 18, and you will be able to appreciate what this dependent claim
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form can mean in our efforts to reduce the backlog of pending applications.
H.R. 10966 will encourage the drafting of claims in dependent form, to the ever-
lasting appreciation of all those in and out of the Office who must subsequently
evaluate them.

As T have noted, the purpose of the claim structure fee differentials for claims
is to put a premium on limited numbers of claims and on the dependent form,
not only for the sake of the Patent Office, in which the examining process will be
made easier, but also for the sake of the courts. The courts in a number of
instances have commented rather critically on the unreasonable numbers of
obscure claims before them.

For example, as to multiplicity of claims, Judge Learned Hand in Victor Talking
Machine Co. v. Thomas A. Edison, Inc., 229 Fed. 999 (S3.D.N.Y. 1915), at one
point commented:

“* % ¥ the court should discourage * * * practice which permits 48 claims on
a simple and perfectly obvious machine like this. Such claims violate the very
purpose of any claims at all, which is to define the forbidden field. In such a
waste of abstract verbiage it is quite impossible to find any guide. It takes the
scholastic ingenuity of a St. Thomas with the patience of a yogi to decipher their
meaning as they stand.”

And as to prolixity, Judge Hand had this to say:

“* * * Amid the wilderness of words I have tried to find and tread a path of
logic, though the simpler way might have been to rest the case upon broader lines.”

In 1873, Mr. Justice Bradley said in Carlton v. Bokee, 17 Wall. 463 (472 U.S.
1873), with respect to ambiguous specifications and nebuluous claims:

“Without deciding that a repetition of substantially the same claim in different
words will vitiate a patent, we hold that where a specification by ambiguity and a
needless multiplication of nebulous claims is calculated to deceive and mislead
the public, the patent is void.”

The evils of which Judge Hand and Mr. Justice Bradley spoke are still prevalent.
For example, Judge Brown in Thurber Corp. v. Fairchild Motor Corp., 269 F. 2d
841, 850, (5th Cir., 1959) said:

‘“There is no question but what the claims are complex and drafted with
language and in a style that makes them difficult if not impossible for laymen—
and indeed, for most lawyers and judges—to understand. As an example of
that with which the jury was confronted, we have set forth in the margin the
334-word sentence which is claim 45 of the * * * patent.”’

The dependent form of claims is important, not only because it facilitates the
examining process in the Patent Office and makes the interpretation by the
courts easier should the claims ever be litigated, but also because it helps industry
to understand better what is being claimed by others.

The purpose of claims is to define the invention clearly, not to obscure it—
for the Patent Office, the publie, and the courts. Dependent claims serve the
purpose of setting out in clear relief the distinctions among various claims.

This clarity is especially important when new claims are added late in the
prosecution of a patent application. There, unless the examiner can readily
grasp the relationship of the new to the older claims in the same case, there is a
hazard that limitations upon which the examiner has insisted as a condition of
allowance may be omitted and the omission escape his notice.

Mr. Harry R. Mayers, general patent counsel, General Electric Co., in a lecture
before the Practicing Law Institute in 1956, listed the disadvantages of excessive
patent claims as—

(1) Adverse effect upon the examiner’s determination of patentability,
(2) Adverse effect upon the court’s approach to the issue of validity and
infringement and to the application of the doctrine of equivalents.

This incentive to use dependent claims is consistent with the “Recommenda-
tions Affecting Prosecution of Patent Applications,” filed with the Commissioner
of Patents by a committee of primary examiners in 1961. (There are at present
some 75 examining divisions in the Patent Office, each headed by a primary
examiner.) Their report urged: “In order to facilitate consideration of the claims
it is recommended that [the] applicant be strongly urged or required to present
the claims in a form convenient for the examiner to consider such as in an orderly
sequence as well as an orderly internal arrangement.” The report further recom-
mended a change in Patent Office rules to require that where claims ‘‘are sub-
stantial duplicates except for added elements or restrictions, they should be
placed in dependent form * * *’ 43 JPOS 317,319,322 (1961).

2. Excessive and circumloculory disclosures.—1 mentioned previously that
item 2 of section 1 of the bill would set a charge of $2 for each sheet of drawing
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and $10 for each printed page of specification. We hope by this measure to limit
obfuscating verbiage by encouraging an applicant to consider seriously his inven-
tive concept when he first prepares the application. In far too many applications,
the invention is submerged in circumlocution. This not only makes it difficult
for the courts when they are called upon to interpret the patent document, but
also places an unconscionable burden on the examiners during the prosecution of
the application. We want to use the fee structure of H.R. 10966 to promote
;tdequa.te, but concise disclosure, consistent with the requirements of the patent
aws.

3. Appeals.—Item 6 of section 1 of the bill, as I mentioned earlier, calls for an
appeal fee of $100, $50 of which would be refunded if an oral hearing is not
requested prior to consideration by the Board. In the event the appeal is with-
drawn prior to any substantive consideration by the Board then the cost to the
appellant would be only $25, the rest of the appeal fee being refunded to him.

The Board of Appeals receives for its consideration 4,000 cases each year and its
backlog is high. Another 6,000 appeals are filed annually, but withdrawn before
consideration by the Board. One thing which contributes to the Board’s problems
is the fact that so many oral hearings are requested and then not attended. Table
10 sets out some statistics on the Board. Approximately 25 percent of the
applicants requesting an oral hearing withdraw their requests and often they do
not notify the Board that they are not going to appear until a few days before the
hearing date, and about 33 percent of the appellants scheduled to appear for
oral hearings do not even bother to inform the Board that they are not going to
be present for the hearing.

There can be little doubt that at least some appeals are perfected to the Board
of Appeals for the purpose of delay. It is sometimes safer for an applicant to
appeal and pay the negligible fee now required than to take the responsibility
and stand the expense of reaching a business decision to abandon the application.
Because of this, a recent management survey of the Patent Office, of which a
copy of the final report has been sent to the chairman of this subcommittee, in
one of its 179 specific recommendations, urges an ‘“‘increase [in] the fee for filing
notice of appeal.”

While we cannot calculate with absolute certainty what this means in terms of
the loss of efficiency, there can be no question that the loss exists. Equally
important, such practice diminishes respect for the Board and the Patent Office.
It is the type of practice that should not be countenanced on any basis. An
attorney would not ignore a hearing scheduled before a judge in a court of law
without informing the eourt. Knowing the consequences, he would be mindful
of his obligations.

The proposed appeal fee has been arranged to encourage timely withdrawals
of appeals, and to encourage parties to waive oral hearings when they are not
necessary and/or there is no intent to be heard.

THE DELAY IN ISSUING PATENTS

The unreasonable delay between the time a patent application is filed and the
time the patent issues is a longstanding problem which the Patent Office has faced
and which has occasioned regretful comment by a number of persons interested
in the patent system. (See the discussion of Dr. Vannevar Bush in “Proposals
for Improving the Patent System,” Doc. 21, Subcommittee on Patents, Trade-
marks, and Copyrights of the Committee on the Judiciary, U.S. Senate, 85th
Cong., 1st sess., passim, especially p. 7.)

Ideally patents should issue promptly. In every appropriations hearing for
the Patent Office, for many years, the Congress has expressed concern about the
backlog. Indeed, it is often the dominant element of discussion at the hearings.
The substantial buildup in the staff of the Patent Office since 1955 was authorized
with the understanding that this was done to reduce the backlog.

There are several compelling reasons why patents should issue promptly.
First, a patent is granted for 17 years from the date of issue, and an unduly
prolonged pendency extends the life of the patent. The Senate at one time was
so mmuch concerned about long pendency that it passed a bill to limit the life of
patents to not more than 20 years from the time of filing (S. 2688, 76th Cong.,
passed the Senate Apr. 26, 1940).

Moreover, the consideration for the grant of the patent is the disclosure of the
invention to the public; and that disclosure is made to the public when the patent
issues. This consideration is of special importance today when the rate of tech-
nological innovation is at an alltime high and increasing. Beyond that, while a
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patent is pending, important business decisions about investment must often be
delayed both on the part of the applicant or his assignee and on the part of
-competitors. All of these reasons argue for as prompt an examination and adjudi-
cation of patent applications as possible.

While the period of prosecution of an application has varied over the years,
at the present time it takes an average application more than 3 years to go through
the examination process. Consistent with proper examination, this period should
be reduced to provide for early publication, thereby stimulating the research and
product competition of others.

A fee bill, at least in part should seek to reduce unreasonable delay in prosecu-
tion, and it is believed that the issue procedure provided by H.R. 10966 works
toward this end.

Figure 19 compares the period of pendency of a typical application in 1960
and 1961 with the period expected under the new arrangement. In 1960 the
typical period was 37 months; and even with the shortened time for response
following the third Office action, which, as I have said, was instituted in 1961
to speed up final disposition of the older cases, the period now averages 34 months.
Under this bill, the average spread between the application filing date and the
issuance of the patent would be reduced to approximately 27 months. This
would be accomplished by issuing the patent immediately after allowance as a
matter of course, and collecting the fee after issue. The present practice is to
notify the applicant that the patent is believed allowable, give him 6 months in
which to pay the final fee, and thereafter permit him to defer issue of the patent
up to 90 days after the final fee is paid. (See app. C-3.)

H.R. 10966 will not reduce the period of pendency of applications as much as
we would like to reduce it, but it will help.

THE ACCUMULATION OF UNEXPIRED PATENTS THAT ARE NEVER USED

A reduction in the number of unexpired patents, for which use or potential use
is not contemplated by the patentees, would simplify right-to-use investigations
which are undertaken by parties prior to commercial use of a produet in order
reasonably to ascertain that they vill not be infringing the rights of others.

I explained earlier the maintenance fees that would be required by sections 5
to 8 of the bill. If the history of the patent systems of European countries may
be used as examples, we have every reason to bhelieve that a dramatic reduction
in the number of patents in force at any one time will occur under a maintenance
fee system. Figure 20 illustrates the rcnewal experiences of a selected number of
foreign countries. FRoughly speaking, in the experience of these foreign countries,
after the first 5 years of the period considered, around 80 percent of patents were
still in force, after the 9th year about 30 to 50 percent were still in force and after
the 13th vear only 20 to 25 percent were still in force. These times run from the
filing date of the application and not the issue date; in our calculations we have
.adopted the fizures of 50 percent after 5 vears, 25 percent after 9 years, and 15
percent after 13 years, these times being from the issue date of the patent (see
table 11). What this means can best be appreciated when it is remembered that
we now issue approximately 50,000 patents each year and this number will increase
if the present trend continues. At this rate, we will have approrimatelv 850,000
patents in force, sav, 15 vears from now. If, on the other hand, maintenance
fees are in effect during that period and the experience of European countries also
proves to be ours, instead of 850,000 there would be only about 430,000 patents
still in force. The resulting simplification in infringement searches, and in other
investizations, primarily concerned with patents still in force, would be of con-
siderable help to industry. In addition, new businesses would be far freer to
utilize prior art in the development of their products and processes.

POSSIBLE OBJECTIONS TO H.R. 10988

Arguments may be made, just as they have bzen in the past on bills designed
to raise the level of fees for Patent Office services, that the proposed bill will
impede progress in general and, in particular, that some of its provisions are
discriminatory.

If we were to catalog the objections to this bill, they would go something
like this:

1. Fees should not be raised because the patent system benefits the public
and the applicant is a public benefactor to be honored, not taxed.

2. Higher fees will suppress the flow of applications by reducing the incentive
to inventors, and the patent incentive to technological innovaticn will abate
accordingly.
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3. The claim differential charges are unreasonable, arbitrary, and discriminatory.

4. The issue fee is harsh and unworkable.

5. The fee for recording an assignment is much higher than the actual cost
of recording the document.

6. The fee structure favors applicants and unfairly discriminates against
patentees and assignees.

I think we should face these arguments squarely. Let us take them up in
order.

1. Argument: Fees should not be raised al all

There is little support for this contention at the present time. Bar associa-
tions, and many private attorneys have stated for a number of years that some
reasonable increase in fees is both desirable and necessary. For example, the
American Patent Law Association in 1953 adopted the following resolution:

‘““Whereas, it is understood that the Director of the Bureau of the Budget,
after studying the question of charges which should be made by the various
departments of the Government for services which it renders, made a statement
which may be summarized in substance as follows:

“1. Where the service rendered is a special, direct benefit to the recipient of
that service, full payment should be made for that service;

“2. Where the service is only a public service no specific charge should be made
for the service, the total cost to be borne by the Government;

“3. Where the service rendered is one which is partly of direct benefit to the
recipient of the service and is also of service to the public generally, an equitable
division of the costs should be made between the two;

“4, Where there is doubt as to whether or not there is special direct benefit to
the recipient of the service, the costs of rendering that service should be borne
by the Government: Now, therefore, be it

“I

“Resolved, That the American Patent Law Association approves in principle
the impartial application of these stated propositions to all Government agencies.

UII

““Resolved, That the granting of patents and the distribution and sale of patent
copies is beneficial to the public as well as to the patentees and is a joint service
to both, the cost of which should be equitably divided.

“III

““Resolved, That if an adjustment of Patent Office fees be required to effect
such a division of cost, the valuation of printing done for the Patent Office by the
Government Printing Office should be made to accord with its competitive com-
mercial value. Ty

““ Resolved, That the services rendered and goods sold in all Patent Office opera-
tions other than the examination of patent applications and the granting of pat-
ents thereon, and other than the distribution and sale of patent copies, should be
deemed a special, direct benefit to the recipient who should make full payment
therefor. wy

“‘ Resolved, That an increase of Patent Office fees conforming to these principles
is supported by the American Patent Law Association.”

While this resolution acknowledges the relevance of the special benefit theory,
it should not go unnoticed that the exception stated in section IV of the resolution
relates to nearly 80 percent of the expenses of the Office. Especially on the propo-
sition that the patent system benefits both the public generally and the patentee
specially, it is interesting to compare this resolution with the Bureau of the Budget
letter attached to this statement. The Patent, Trademark, and Copyright Sec-
tion of the American Bar Association is also on record as approving ‘‘a reasonable
increase’’ in fees charged by the Patent Office.

The fact that we have covered our operating costs in the past has also suggested
to many others that there should be some relation between fees and operating
costs. For example, the report of the House Committee on Appropriations of the
79th Congress, 2d session, Report 1890, 1947, had this to say:
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“The committee believes that this agency should again be made self-sustaining
by increasing many of the fees connected with the processing of applications and
the sale of copies of patents. Recommendations for major changes in the present
fee system are now before the Patent Committee of the House.”

Members of the House and Senate Appropriations Committees have made it
clear for many years that the Patent Office should collect a higher percentage of
its operating costs. (See app. C-1.)

For example, Senator Ferguson had this to say at one appropriations hearing.

‘““We have been talking about this in the Judiciary Committee for years, and
the chairman has urged this for years. There seems to be always a resistance to
the Patent Office on charging, on getting your fees sufficient to carry it’’ (“Depart
ment, of Commerce appropriations for 1952"’, Committee on Appropriations,
U.S. Senate, 82d Cong., 1st sess., H.R., 4704.)

In sum, the argument that our fees should not be raised is no longer consonant
with the times.

2. Argument: Higher fees means fewer applications

This objection is leveled against any fee bill that proposes to raise fees. It is,
I believe, ill founded. We may approach this contention by considering the per
capita figures for application submissions. The per capita filing of applications in
the United States is less than in many European countries even though these
countries have substantially higher fees. Table 12 makes this clear. For
example, in Germany the per capita number of applications filed is 1.01 per 1,000
population. By contrast, the U.S. per capita figurc is 0.44. High per capita
figures are also prevalent in Great Britain (0.61), the Netherlands (1.00), Sweden
(1.65), Norway (1.09), and Switzerland (2.63). A large proportion of the appli-
cations filed in these countries are filed by U.S. companies. These figures exceed
those of the United States, even though all of the European countries named have
maintenance fees—which American patent owners pay as well as do others—and
the total sum of the fees paid during the life of a patent is considerably greater
than the U.S. total of $60.

The experience of European countries fails to bear out the fear behind this
objection in another way. European countries have not found that the number
of applications filed decreases significantly after they increase their fees (table 13).
Many European countries increased their fees in the 1950’s, some even twice,
There was no significant change in the number of applications filed before and
after the fees were changed. This suggests, at least to some extent, that increases
in fees have not had depressing effects on the number of patent applications filed.

Here, again, it is relevant to say that the present filing and final fees (and those
proposed by H.R. 10966) constitute a relatively small part of the cost of obtaining
a patent of average size when an attorney is employed (table 6 and fig. 6). And
approximately 96 percent of all applications filed in the U.S. Patent Office are
prepared by someone other than the inventor. It is not unreasonable to assume
that this percentage reflects, with & small margin of error, the number of applica-
tions prepared by attorneys. Many of the few inventors who prepare their
applications themselves subsequently have them prosecuted by an attorney, upon
either their own initiative or that of their assignees, as the case may be.

Now let me talk about the ‘‘garret,” indigent, or independent inventor about
whom this committee, I expect, will hear a great deal if past hearings are a guide.
It is sometimes asserted that by increasing the fees even slightly we will discourage
the independent inventor from filing his application, and therefore will prevent the
public from obtaining his inventive contributions. In spite of the fact that
inventions are coming increasingly from complex research centers, we feel, never-
theless, that the independent inventor should be given consideration.

This bill treats him equitably. It permits him to defer the first two mainte-
nance fees if he has not been successful in exploiting his invention. It minimizes
the increase in the filing fee in comparison to the issue, appeal, assignment, and
maintenance fees, so that he can have his ‘““day in court’” at a minimum price.
And, finally, under this bill the small application that he usually files is less costly
than are the lengthy applications filed almost exclusively by corporations.

In point of fact, much of the rhetoric against rises in Patent Office fees is
inevitably cast in terms of the small inventor. Yet, as shown by our assignment
records, over 70 percent of patents issued in 1961 were assigned to companies
and to the U.S. Government.
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3. Argument: The claim fee differential is unrealistic and unfair

I have already dealt at length with the unreasonable impositions that vast.
numbers of prolix claims in applications make on examiners, judges and other
attorneys. I think that this alone answers the argument that economic incentives:
for better claim practices are unfair or unrealistic.

One may look at the claim practices in European countries, where applications.
are filed on most important U.S. inventions. Table 14 enumerates the charac-
teristics of the average patent in the United States, Great Britain, and Germany.
These figures show that the average U.S. patent is substantially larger than its
German and British counterparts, and that the number of independent claims in
a U.S. patent averages 4.38, compared to 1.02 in German patents, and 2.70 in
British patents. Certainly there are differences in patent practices and law in
Great Britain, Germany, and the United States (both as to the approach they
take to patent disclosures and as to the breadth of protection their courts provide).
The fact remains that these examining countries, in common with most other
examining countries in the world, require the applicant to limit himself to a few
independent claims. In Great Britain, rarely is an application filed that has.
more than four independent claims. Any number over a very few is rejected by
the examiner, as a matter of course, as unnecessary. The British patents agents,
recognizing that the courts will uphold the Office in this connection, withdraw
excessive claims. More often, they are never submitted. In Germany, practice
requires that a main claim be used with other claims depending from it, as I
illustrated to you in connection with figure 18. Any other method of claiming.
is almost always refused consideration.

The American Bar Association has recently acknowledged that the use of
dependent claims should be encouraged. At the meeting of the Section of
Patent, Trademark, and Copyright Law of the American Bar Association at its
annual convention in St. Louis last August, the following resolution was adopted:

‘“ Resolved, That the section approves the prineiple that, in the case of any
additional fee for excess claims over a predetermined maximum, a lesser fee be:
charged for claimns in dependent form to encourage their use.”

4. Argument: The issue fee 18 harsh and unworkable

The size of an application, in terms of the number of pages of specification and
the number of sheets of drawings, has a direct hearing on the amount of time it
takes an examiner to study and understand the invention, regardless of how
many claims define the invention. It sccms eminently fair to me, without
saying how much an issue fee should be, to say that those applicants who file
the longer and more complicated patent applications should Fear a greater
proportion of the cost of operating the Patent Office than those applicants who-
tile short, suceinct, and simple disclosures.

The reasonableness of the components of the proposed issue fee is evidenced
by the cost of printing alone. (See takle 3.) Ignoring completely the increasing
difficulty of examination, which is at least roughly related to the length of the
specification and the numkher of sheets of drawings, the cost for printing and
publishing an average patent is approximately §63. This amounts to a printing
charge per page of approximately $15 (excluding the printing cost for the Official
Gazette and other materials allocable to the patent). As I have noted, this is
not an internal cost which is subject to the natural error of any estimated cast,
but is the amount which the Government Printing Office charges us for printing
the patent specification. Over and above this, it costs us $1.75 for each sheet.
of drawing in the patent.

If we add to the printing cost and complexity factor, the cost of examining the
application and providing other services in connection with it, it is abundantly
clear that the proposed charge of $10 for each page of specification as printed
and $2 for each sheet of drawing is quite low.

Originally we considered suggesting a charge for the number of pages of speci-
fication as filed and the number of sheets of drawings as submitted. One of the
difficulties with this proposal, however, was the objection earlicr raised by members.
of the bar to the effect that it would be difficult to compute the actual fee in
advance. For this reason, we preferred the issue fee set forth in H.R. 10966.
Under the concept embodied in H.R. 10966, it is a simple matter for the applicant
or his attorney to determine the exact amount of the issue fee after the patent
issues and before the fee is due. .

Some have opposed a charge based on the size of the patent, arguing that a
charge for the number of claims is really a charge for length, and hence, a double
charge for size. Our studies do not bear out this theory. Though there is some
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rough correlation between the length of applications and the average number of
claims, figure 21 shows the scatter for applications is large (the horizontal lines
represent the average number of claims for each 40 pages of specification). The
data for figure 21 were taken from two divisions that handle complex subject
matter and a high percentage of jumbo applications, but the fact remains that
the variations in the number of claims for applications of a given size are extreme.
This should dispel any misgivings that our claim differential charge is primarily
a charge for lengthy applications. Rather, it is a charge to encourage clarity in
claiming and to discourage prolixity. The charge for the long and complex
application is obtained by the proposed issue fee.

5. Argument: The assignment recording fee is too high

H.R. 10966 proposes a substantial increase in the fee for recording assignments.
I do not pretend that this is based upon the actual cost of the work to the Patent
Office. It is primarily an effort to provide income which otherwise would have
to be recovered by increasing the other fees provided for in H.R. 10966.

This is not to say that there are quite defensible reasons for a recording fee of
the size provided for in H.R. 10966.

As I have previously pointed out, patents would not be assigned if the assignee
did not consider them of value. At least, we know that this recordation fee is
being assessed upon a person who is receiving value from the patent system.

As I have stated, more than 70 percent of patents nowadays are issued or
assigned to American or foreign companies or the U.S. Government (table 15).
Surely when the cost of an average application prosecuted by corporations is
probably $1,500 to $2,000, the assessment of a $20 recording fee for recording
the assignment to them of the invention is not unreasonable.

In sum, all we are trying to do is assess some part of our operating expenses
against assignees of patent and trademark instruments rather than against the
applicants themselves. Under this arrangement, until an inventor is able to sell
his invention, nothing is exacted from him by the proposed recording fee. Once
he has successfully sold his inventlion it would not seem unreasonable to require
the purchaser of that property to pay a fee for the privilege of recording the
valuable interest transferred to him.

6. Argument: The fee siructure discriminates against patentees

The objection may be made that this bill does discriminate against patentees
and assignees. We have exercised judgment, however, in allocating the fee cost
as between applicants, patentees, and assignees in order to obtain both the
necessary incentives to good practice and the necessary revenue.

For example, the charge of $10 per page of printed specification and $2 for
each sheet of drawing is a charge designed to reduce excess verbiage in applica-
tions as filed. To this extent, the applicants whose applications are abandoned
do not pay this charge for complexity and length, and it is instecad borne by the
patentees.

It is our judgment that those who are successful in obtaining patents can to
some extent pay for the cost of the examination of unsuccessful applications.
Even so, the issue fee is still much below the actual cost of examining and issuing
patents.

Maintenance fees are more favorable to applicants than to patentees. Appli-
cants will not bear the maintenance fees at all. Four or 5 years after the patent
issues, the patentee is in better position to judge whether his invention is worth
paying the renewal fee. If it is worthless, he skips the fee and the patent lapses.
If it has value—as little as $100—he pays the fee and is confirmed in his rights
and benefits.

In all these cases, to some extent, we have proceeded on the theory that bene-
ficiaries of issued patents should bear part of the burden of the Patent Office and
the patent system which made these benefits possible.

I emphasize that I do not regard this as a naked ability-to-pay principle. As
between the applicant and the patentee, the examination system is for the patentee,
not the applicant. The Patent Office and our examination system are great
hurdles to the applicant; they are great safeguards to the patentee. The applicant
must convince the Patent Office that his invention is patentable over all the
world’s prior art. Many applicants will testify that this mav be an arduous task.
The patentee, however, because of the examination in the Patent Office and his
success in the Patent Office, has a legal presumption of the validity of his patent
and protection against the award of patents to worthless rivals. I suggest,
therefore, that it is not at all unreasonable that the patentee share in the cost of
maintaining the Patent Office and the examining system.
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Opposition to maintenance fees is by no means universal. The proceedings of
the Patent, Trademark, and Copyright Section of the American Bar Association
after the 1961 St. Louis meeting reported (pp. 59-60):

‘“‘Robert C. Watson [the former Commissioner of Patents] * * * said that dur-
ing six trips to Europe during his service as Commissioner of Patents he asked
two questions of the heads of foreign patent offices. These were: First, is there
a full cost recovery in your country of the cost of operation of the Patent Office?
The answer always was ‘Yes.” Second, is there any disposition by any elements
in your country to eliminate mamtenance fees? The answer was always ‘No.’

‘“‘He saw many advantages to the adoption of a system of such fees * * *”

Thus, we have made an effort to place as little burden as possible on the indi-
vidual seeking to present his invention and determine its value if any. There
can be no doubt that the incentive to invent is not materially weakened.

Persons opposing this fee bill must make up their mind, assuming some fee in-
crease is necessary, about where the burden should be placed. If they do not
want to harm the independent inventor and the incentive to invent, then our
judgment seems sound. On the other hand, if they really don’t care about the
small inventor, they can suggest substantial across-the-board increases of all fees.

ARE THERE ALTERNATIVES?

Some may argue that the structure of the fees in H.R. 10966 is not fair even
though the total estimated income, on balance, is not unreasonable. 7To this, we
can only say that we have made an effort to allocate the impact of the fees con-
sistent with the substantive features we believe are important, so that those who
have applications, patents, and registrations of demonstrated value, will bear a
larger share of Patent Office costs attributable to them than will those who are
not so fortunate.

It should be incumbent upon those who object to specific features of H.R.
10966 to suggest what other fees should be increased or what new fees should be
established to make up for the loss that will occur if the feature thev consider
objectionable is eliminated or modified. For example, it can be argued that the
assignment fee is unreasonable. But if the amount of this fee is materially
reduced, which fee should be increased to make up the loss? Should the main-
tenance fees be increased to a higher level, as thev were in the earlier bill (H.R.
7731)? Should the filing fees be raised to $100, $200, $300? Should the issue
fee be doubled or trebled so that the other fees can be reduced? In each case, a
ngmcnt must be made as to where the burden of fees for the operation of the

atent Office should be placed.

We here submit our judgment on the desirable balance among filing and issue
fees, design fees, trademark fees, appeal fees, recording fees, and maintenance
fees. Other judgments are possible. It perhaps cannot be argued that our
judgment is the final word.

At the very least, however, anyone who objects to this bill, in whole or in part,
should propose alternatives which increase Patent Office income and beneficially
affect Patent Office work.

SUMMARY

Let me sum up. The first question here is, Should the Patent Office recover a
substantial portion of its costs? Several Members of Congress have said ‘‘ Yes,”’
the Bureau of the Budget says ““ Yes,” and we say ““ Yes.”” The President through
his budget has also said “Yes.”

Upon that assumption, how should the fees be changed? We submit that they
should be adapted to influence beneficially the work of the Patent Office, con-
sistent with recommendations of expert committees and knowledgeable com-
mentators on the patent system.

In the final analysis, the issue is one of fiscal responsibility. If one is not to
use that phrase as mere pious talk, then he who speaks must be fiscally responsible
even when it touches his own pocket We must not talk only about those sacri-
fices which others are supposed to make. And that is particularly true of the
beneficiaries of the patent system, which is now in rough waters and will need
even more congressional help in the years ahead.
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AprPENDIX A. LisT oF FIGURES

Figure number and description

. Income and operating costs, U.S. Patent Office (1910-63). (See table 18.)

Operating cost increases: Trends in United States and selected foreign
countries compared on 1930-39 base. (See table 20.)

Recovery of patent costs (1957-60 average): United States and selected
foreign countries compared. (See table 19.)

. Cost recovery (selected countries): United States compared with tselected

foreign countries. (See table 21.)

. Patent fees (United States): Present fees in terms of 1932 dollars compared

with 1962 dollar-equivalent and fees proposed in H.R. 10966 for an
average application. (See table 23.)

. Patent costs: That portion of total for obtaining a patent represented by

present filing and issue fees and those proposed by H.R. 10966. (See
table 6.)

. Patent application flow diagram: Illustrates the examining process.
. Income from selected fees (1962 estimates): Present fee schedule and that of

H.R. 10966 compared. (See table 1.)

. Income by fees (1961): From various Patent Office fees. (See table 22.)
. Distribution of operating costs (1961): For U.S. Patent Office. (See table 29.)
. Patent examination and adjudication (1961): Operating costs for U.S. Patent

Office. (See table 29.)

. Trademark examination and adjudication (1961): Operating costs for U.S.

Patent Office. (See table 29.)

Administration and program services (1961): Operating costs for U.S. Patent
Office. (See table 29.)

Cumulative fees comparison: U.S. compared with selected foreign countries.
(See table 35.)

Disposal rates versus complexity factor: Comparison of average disposals per
year by examiners in different technical areas. (See table 24.)

U.S. Patent parameters (1961 sample): Relationship between pages of speci-
fication, sheets of drewing, and number of claims. (See table 8.)

Claim analysis: Average time for analysis of independent and dependent
claims of selected patents. (See table 9.)

Claim form: Independent versus dependent: The independent claims of a
simple patent are analyzed and rewritten in dependent form.

Pendency of U.S. applications: Comparison of periods between filing and
issue of typical application: 1960 versus 1961 versus H.R. 10966.

Patent renewals: For selected foreign countries. (See tables 25-28 inc.)

U.8. application parameters (divisions 42 and 68): Relation between pages of
specification and number of claims; random selection in complex arts
handled by Divisions 42 and 68. (See table 32.)
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FIGURE 3

RECOVERY OF PATENT COSTS
(1957-1960 AVG)
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PATENT OFFICE FEES

F1aURE 4 -
(SELECTED COUNTRIES-%)
Percent Recovery
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FIcure 3

PATENT FEES

(USs)

$60

1932 1962
Patent Fees Proposed Patent Fees

Notes: 4131 reflects decrease in purchasing power of 1932 dollars.
2/ 1962 proposed patent fees aore for average potent and excludes proposed maintenance fees.

Propared by: U.S Deportment of Gommerce, Patent Office {1962)
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PATENT OFFICE FEES

FIGURE 6

PATENT COSTS

Typical Costs For Obtalning a Patent on a Simple Invention:
5-10 Pages of Specitication, | Sheet of Drawing, 5-10 Claims
(No Appeals, Interterences, etc.)

Cost Structure
(Present Fees)
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F1GURE 8

INCOME FROM SELECTED FEES

$ Millions (1962 estimates)

6

Potent Patent Design Trademarks  Ex parte Recording
Filing Issue Appeals Assignments
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70 PATENT OFFICE FEES

FIGURE 9
INCOME BY FEES
(1961)
REGORDING
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TOTAL = $7,635,282
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Ficure 10

DISTRIBUTION OF OPERATING COSTS (1961)
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Fieure 11

PATENT EXAMINATION AND ADJUDICATION (1961)
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Prepored by: U.S. Department of Commerce, Patent Office {1962)-
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TRADEMARK EXAMINATION AND ADJUDICATION (iI961)
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ADMINISTRATION AND PROGRAM SERVICES (1961)
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PATENT OFFICE FEES

F1eURE 14

CUMULATIVE FEES COMPARISON

(Selected Countries)
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Fi1gURE 15

DISPOSAL RATES & COMPLEXITY FACTOR

Average Disposal Rates
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Fiaure 18

U. S PATENT PARAMETERS
1961 SAMPLE
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PATENT OFFICE FEES

Ficure 17

CLAIM ANALYSIS
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THE INVENTION

A Hfo prescrver that iswornaround
tha ik 33 a acckbasd, Tho novk-
band bou s an houtgladss—ohaped
Bas ¢chl that breaky and ther by -
lates the ncchband pry arver when
e nochbund 1 graspad and bear

e

o

* Ve

-

Freurk 18
CLAIM FORM: INDEPENDENT vs. DEPENDENT

INDEPENDENT FORM (The claims as patented)

An inflatable nochband, com $ 3 nsrrow thin flat tubatar
band comprining a relativaly heavy flexible inclastic neck cn-
niang backleg pactlea, and a thia tighly clasuc outer partlon
cxtomding rub.tantially the beegeh of the band, and sealed at la
cnds, an eJoagated huunglang shipod cell mounted within sald
tubular band and contatning hiquific Jg s, a flexible alr-1ght by
Closidy surroumiing 6280 cull ond diLpesed in rald band, gnd
haviny, oac und witendlng through an end of wald thin elagric
wuter partion in acalod relaton thereto, 5a1d tube betng

at its othey end within sald band, and having an afr-tight re-
mov.ble closure in lis one end whereby cello may be repiace-
able

An infatable ncckband, compri-ing a narrow thin flat ubular
band comprising a retatively heavy fiexible inelastic neck engag-
g backing portion, bAG a thin highly clastic outer portion ex-
tendlag substantlally the leagth of tha band, and gealed at 1ta
cnd., an clengarod Learplass sh.ped coll mounted within sald
tubulir bard and containing liguiticd gan, 0 fexible afr-ught
fube clos dy surroumiing vild coll end dixposed in eaid bard,
ard having one end extendiny thrusgh anend of said thin elasuc
water portion 1n scaltd rilacion tt creta, satd fubebeing open at
it tGther ond within a1 bamd, erd having an air-tight removable
Wosure 10 te on2 erd whercby cella moy be replaceablo and
mcana for maaually floxiag said rube to bend and break a cell
vontalned therewlthln.

. An inflatable neckband, comprialng o narrow thin flat twbular

band comprixlng a ralatively heavy flexible Lnelastic neck engag-
1ng backing portion, and n thin hiyhly clastic euter portion ex.
wndirg pubstantially the length «f the band, and scaled at itn
amdu, an clomgited 1ol mounted within 6aid tubular bang and
containing liquiticd g31, 2 flcxible atretight tube closely sur-
rourdlny .aid <Ll e 01 po; A in waid band, and having one end
extomding through an «id uf naid thin clastic outer portion In
Lealed rutation thereto, sald tubc being open ot its other end
within watd bamd, amf havig an aic-tight comovable cloguce ta
itn anw end whereby culia may b replaceable,

. An inflotable neckhand, comprlsing a narrow thin fat whylar

band comprising a relatively heavy flexible inclastic neck engag-
103 backlng portion, and 8 thin hig hly elastic outer portion ex-
tesling substantlally the length of the band, and pealed ax [is
vady, an clongated coll mounted within 1aid tubslar band and
containing tiquifial gas, 1luxible air-tight wbe closely surround-
it nadd cedl and dt- posod In 4a1d band, and having one end ex-
tendinyg through 3 (ad of wakd thin cla-tic outer portion ir
403 Bt thercto, fakd tube botgg open at its other ol
withLa rald baad, and hiving an air-tght removable closure g
1ts cne ond whoreby vl may be roplace ible and meana tor
manually floung an wbe (o bead and braak a cull contalned
therowithin

CLAIM ANALYS!S DEPENDENT FORM

CLAIM 3 ¢ gas coli is HOUR- A nechband ag (o claim $ (0 which gald ges cell ia bour-
GLASS SHAPED Slaca-shaped

CLAIM 3 ¢ ) 19 HOUR-

GUAS'S SHAGED and can be A neckband 89 1n claim 3 (n which asid gas cell is howr-
MANUALLY BROKEN 1o infiate glass-shsped and means are provided o break sald cell
proserver manually.

BAGADEST CLAIM

MANUALLY BROKEN to intlsle cell manually.

+
CLAIM 3 + gau call con be A neckband as in claim 3 and means 10 break sald gas
the pracerver

SHEA HFOIAA0 INIALVd
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Ficure 19
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Prepared by: U.S. Department of Commerce, Patent Otfice (1962)
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FI10URE 20

PATENT RENEWALS

Percent
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GLAINMS

F1cUReE 21

US. APPLICATION PARAMETERS

(DIVISIONS 42

AND 68)
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10.
11.

12.
13,
14.
15.
16.

17,

18.
19.
20.
21.
22,
23.
24.
25.
26.
27.

PATENT OFFICE FEES 83

ArpENDIX B. List oF TaBLEs

Table number and description

. Fee income comparison (present and H.R. 10966): Estimates of income

from the various Patent Office fees. (See fig. 8.)

Major cost increases since 1940 (Patent Office): Increases due to personnel
compensation and benefits, printing and reproduction, and the increasing
volume and complexity of the workload are given.

. Change in personnel compensation and printing costs (1932-62).
. Increase in minimum fees for selected legal services (1928 versus 1962).

Changes in selected Government fees: For example, Bureau of Standards,
AEC, Departments of the Interior, the Treasury, and Agriculture.

Patent service cost estimates: Comparison of typical patent legal fees in
1937, 1959, and 1962. (See fig. 6.)

. Comparison of selected U.S. fees: Prior versus present versus H.R. 10966.
. U.S. Patent characteristics (1961 sample): Average correspondence between

number of claims, columns of printed specification, and sheets of drawing.
(See fig. 16.)

. Claim form versus analysis time: A comparison of the time required to

analyze independent claims and their dependent counterparts. Selected
examiners and patents of varying complexity used. (See fig. 17.)

Board of Appeals statistics: The number of appeals filed, pending, disposed
of, and in which oral hearings were requested during the years 1957-61.
Major volume assumptions for H.R. 10966 fees (1962 basis): Number of
applications and patents, their average nature (claim structure, pages of
specification, sheets of drawing) and the fees that would be charged,

including maintenance fees.

Per capita figures on patent applications filed in selected countries (1956-60
average).

Effect of fee increases on applications filed (selected countries) (1651—60).

Average size of patents (selected countries, 1961).

Assignment of U.S. patents (fiscal 1955 and 1961): By U.S. corporations,
foreign corporations, U.S. Government, and individuals.

Fee income comparison (present and H.R. 7731 and H.R. 10966): Estimated
incomes in 1961 under each of the fee schedules.

Major volume assumptions for H.R. 7731 fees (1962 basis): Number of
applications and patents, their average claim structure and the fees that
would be charged, including maintenance fees.

Income and operating costs (United States): Over the period 1900-61,
showing the percent ratio of income to cost. (See fig. 1.)

Income and operating costs, selected countries: Over the years 1950-60 and
the average for 1930-39. (See fig. 3.)

Operating cost changes, selected countries: Percent change over the years
1950-60 using average operating cost in 1930-39 as base. (See fig. 2.)

Operating cost recovery, selected countries: Over the years 1950-60 and
the 1930-39 average. (See fig. 4.)

Incéomg )by fees (1957-61): For the various U.S. Patent Office fees. (See

g. 9.

Consumer Price Index (1957-59=100). (See fig. 5.)

Comparison of disposal rates and complexity factors: Average disposal rates
gver yt)aars 1955-61, by examining division and field of technology. (See

g. 15.

Payment of renewal fees (Germany): Response of applicants to fees due
during lifc of patent. (See fig. 20.)

Payment of renewal fees (Great Britain): Response of applicants to fees due
during life of patent. (See fig. 20.)

Payment of renewal fees (Switzerland): Response of applicants to fees due
during life of patent. (See fig. 20.)

. Payment of renewal fees (The Netherlands): Response of applicants to fees
29,
30.

due during life of patent. (See fig. 20.)

Operating costs and employment by cost centers: During the fiscal years
1952-61. (See figs. 10, 11, 12, and 13.)

Income and operating costs, patent and trademark operations: For fiscal
1960 and 1961.



34
31.

32.

33.
34.

35.
36.

PATENT OFFICE FEES

Schedule of fees: Now in effect; amount of each fee, date established, and
previous fee are shown.

U.S. application parameters (Divisions 42 and 68): Relationship between
number of claims, sheets of drawing, and pages of specification of randomly
selected applications. (See fig. 21.)

Renewal fee schedule, selected countries: Comparison with renewal fee called
for by H.R. 10966.

Comparison of total fees, selected countries: United States compared as to
fees charged, average number of patents issued per year, and term of
patent.

Cumulative fee schedule, selected countries: United States compared as to
fees due during life of application and patent. (See fig. 14.)

Technical subject matter handled by certain divisions in Patent Office. (See
figs. 15 and 21.)



TABLE 1.—Fee income comparison (present and H.R. 10966)

Estimated Estimated | Change
Deoseription (section and itere of H.R. 10966) Present [ee income, Proposed fec, H.R. 10966 income, | from pres-
fiscal year 1062 cnt fee
1962 basis income
Thousands Thousands | Thousands
Patont fillng, original patent (seo. 1, item 1) .o .._.._.__... 830 e . 840 o iieeeiaieaoo. $3,320
$1 each claimover 20..._...._._..__.... $2 cach claim over 10._..__........ 332
$10 cach independent claim over 1 1, 660
2,486 5,312 +$2,826
Patent issue, original patent (sec. 1, item 2—part) ... . ..._.. 830, - e 1,610 | $40. v ccmacemecmaeaan 1,872
$1 cach claimover 20. ... __......__. 10 | $10 ieac]c:il page of specification as 1,085
printed.
$2 each sheet of drawing..________.___. 187
1,520 3, 744 +2,224
Patent §ssuo, reissuo patent (sec. 1, item 2—part) .........-. Ja ] o NS P 40, o e eascmeaeaen 8
$10 ocach page of specifleation as 7
printed.
$2 cach shect of drawing....._.__...__. 1
............ 16 +16
Deslgn flling (sec. 1, {tem 38) . .. . eiiiciaaaaaes $10 for 334 YeArs. .o oo 21 | 820, il 100
$18for 7 years___...._.___ ]
$30 for 14 yoars 75
102 100 -2
Design Issue (sec. 1, 1t0m 3b)caae i oumiimeiae e ie NONO. - e $10 for 344 years. .o oooeoooiiiioooo. 1
$20 for 7 yoars_._. 6
$30 for 14 years 77
e aea 84 +84
Patent filing, relssue patent (sec. 1, item 4)ccaae iocuaoaannunn T B | $40. i iecccmmmccaaoans
$1 each excess claim over20..._....... m $2 cach excess claim over 10 .___._._. )
$10 each excess independent claim_. ..
6 11 +5
Patent disclalmer (sec. 1, 1t0m 5) <. . . ccococcoaaa o miiaaa 3 (S D S I3 U TR 1 [}

See footnotes at end of table, p. 87.
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TABLE 1.—Fee¢ income comparison (present and H.R. 10966)—Continued

Estimated Estimated ( Change
Description (scction and item of F.R. 10966) Present fee income, Proposed fee, H.R. 10966 income, from pres-
fiscal year 1962 ent fee
1962 basis fucome
Thousands Thousands | Thousands
Patent appeal (sec. 1, item 6)_ ... L P $250 | $100 with oral hearing. .- .o._.......... $300
$50 without oral hearing.. - 50
$25 if withdrawn. .. _coeo ... 150
500 +3$250
Patent petition to revive (sec. 1, item 7—part). ... ... 11 +4
Patent petition for delay of issue fee (sec. 1, item 7—part)____ 3 +1
Patent certificate—sec, 255 or 256 (sec. 1, item 8). ..._...___._. ] +2
Patent copies (see. 1, item 9) .o imncaann 25 cents, except designs. ... ..coaoaan 1,504 | 25 cents, except designs ... 1,529
10 cents for dcsigns.... 5| 10 cents for designs..__. 5
$50 annual for libraries.__._.__________. 1 | $50 annual for libraries 1
$1 for large ones and plant patents in 15
color,
1, 510 1, 550 +40
Recording patent assigniments (see, 1, item 10) . _.._.__..._... $3 for 6 pages._ ... 180 | 320 eachitem... . .. . ... 1, 600
$1 each 2 pages over 6 1
1, 600 +1, 408
Trademark filing (see, 3, {tem 1) _ . oo 823 +235
Trademark affidavit (sec. 3, item 3)____._._... 150 +150
Trademark petition to rovive (sec, 3, item 4) .- 2 +2
New trademark certificate (sec. 3, item 7) 3 +1
Tli'ttader%r)uk certificate of correction or amendment (sec. 3, 3 +1
cm 8).
Trademark disclalmer {sec, 3, item 10) . . ocuoooomocannnnns [O)] [O]
Recording trademark assignments (sec. 3, item 12). .. ... $3 for 6 PAEeS. - oo auan e ccnaceaa 10 | $20 eachitem. . oo ... 264
$1l each 2 pagesover 6. . ..oooo- [O]
50 cents each extra item.__...._._.___. 5
16 264 +-249

98
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Patont maintenanod (806, 8) . ccaee v ivaeancaae - mmaamaaan NORe. o

Other fees not changed ..o oo il R,

1,014

7,700

$100 first feo, prior to ond of §th year_..

$200 second fee, prior to end of 8th year.

$300 third fee, prlor to end of 13th year.

$25 for dolayed payment of a mainte-
nance fee.

2,129

1,370

4
5,750 +35,730
1,051 +37
20, 984 +13, 284

 Less than $300.

Notrs. -(1) lstimated income from H R, 10066 includes amounts applicable to other @ For major volume asswnptions, soe table 11.

(lovernment agencies under see. 2 ($293,000).
(2) Bstimatod amounts for tmdcmm k nflidavits and patent malntenance are included

Prepared by U8, Department of éommerce Patent Office (1962).

to show the resulting income 1f all the provisions were In full operation durln 1962
However, fees for these items would not be effective lmmediately to bring In receipts
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88 PATENT OFFICE FEES

TaBLE 2.—Major cost increases since 1940 (Patent Office)

[NoTE.—Costs were relatively stable {rom 1932 to 1840. During this period, income from fees averaged
about 95 percent of operating costs}

PERSONNEL COMPENSATION AND BENEFITS

Percent
Salary and related benefits for employees now comprise about 80 percent :

of total operating costs. Since 1940, there have been eight general in-

creases in basic compensation of classified employees:

1. Federal Employees Pay Act of 1945 (Public Law 79-106), effec-
tiveJuly 1, 1945___________________ L .._____ - 14.0

2. Federal Employees Pay Act of 1946 (Public Law 79-390), effec-
tiveJuly 1, 1946 __ . - __ . ____._____ 14.0

3. Federal Employees Salary Act of 1948 (Public Law 80-900), effec-
tive July 11, 1948__ __ . __ o __.__.. 9.0

4. Cla%sigcation Act of 1949 (Public Law 81-429), effective Oct. 30,
1949 . 3.0

5. Classification Act of 1949, Amendments (Public Law 82-201), ef-
fective July 8, 1951 _ _ . _ .. 10.0

6. Federal Employees Salary Increase Act of 1955 (Public Law 84-94),
effective Mar. 13, 1955 - _ . _o______ 7.5

7. Federal Employees Salary Increase Act of 1958 (Public Law 85—
462), effective Jan. 12, 1958_ ___ ___________________________._ 10. 0

8. Federal Employees Salary Increase Act of 1960 (Public Law 86~
568), effective July 10, 1960_._________ ____________________. 7.5

Alsn, the following legislation requiring employer contributions from oper-

ating funds for employee greup life insurance, retirement, and health

benefits has added costs which, in relation to personnel compensation,
amount tO__ _ _ . - 7.5

1. Federal Employees Group Life Insurance Act of 1954 (Public Law
83-598), effective Aug. 29, 1954 _____ __ ____________________.

2. Civil Service Retirement Act Amendments of 1956 (Public Law
84-854), effective July 14, 1957________ ____________ . ______. 6.5

3. Federal Employees Health Benefits Act of 1959 (Public Law 86—
382), effective July 10,1960 _______________________________

The combined cumulative effect of these changes in compensation and bene-
fits has been to increase the 1940 basic cost rates by an average of about 120 per-
cent.

Other increases in average salary and related employee benefits are attributable
to progressive changes in position structure since 1940, consistent with civil serv-
ice regulations. The largest single factor has been the effect of improved pro-
motional opportunities for professional members of the staff.

The average salary for Patent Office -employees in 1940 was approximately
$2,600 per annum. Today.the average of salary and benefits amounts to about
88,100 ($7,500 salary and $600 benefits), an increase of about 210 percent.

PRINTING AND REPRODUCTION

Printing and reproduction costs now comprise about 15 percent of total operat-
ing costs. The largest element of printing costs (over 70 percent) involves speci-
fications of patents. The rate per page for printing of patent specifications was
$4.41 in 1940; today it is $14.75, an increase of 235 percent.

To print the specifications and drawings, and to publish the issuance in the
Official Gazette, the average patent of today costs about $63. At 1940 prices,
the cost would be about $19. The increase in cost amounts to $44, or about
230 percent.
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GENERAL

In addition to the very substantial increases since 1940 in the cost rates for
personnel compensation and benefits and for printing and reproduction (together
comprising 95 percent of total operating costs), a very significant increase in total
cost of operations is attributable to the cver-increasing complexity of applications
and the enlarging search task facing the examiners in considering and disposing
of applications. In 1940, an examiner was able to dispose of about 120 patent
applications, on the average, in a year’s time. Now the average is about 80, a
decrease of one-third in produectivity. This, in itself, is equivalent to an increase
of 50 percent in the cost of doing the same quantity of work.

The remaining major factor affecting the change in total operating costs since
1940 is the increase in quantity or volume of work. Principal indicators of the
greater volume of work today include an increase of over 25 percent in the num-
ber of patent application disposals, nearly 25 percent in the number of patent
issuances, over 50 percent in the number of printed copies furnished, over 150
percent in the number of certificates prepared, and necarly 300 percent in the
number of pages of records reproduced and furnished. :\s compared with about
62,000 patent applications filed during 1940, the rate is now nearing 85,000 per
year, an increase of 37 percent in annual intake. As compared with about 116,000
patent applications pending disposal in 1940, there are now about 200,000, an
increase of 72 percent in total workload.

TaBLE 3.—Change in personnel compensation and printing costs (1932-62)

Operating cost (thousands of Printing price per page
dollars) Average
Average patent
Average jcompen- applica-
Fiscal Per- employ-| sation tion dis-
vear sonnel | Print- ment and Patent | Patent posals
icompen-| ing and | Other | Total benefits | specifi- | draw- | Official | per ex-
sation | repro- cations ings (azette [ aminer
and duction
benefits |
3,460 1,657 198 5,315 1,428 167
3,033 1,486 70 4, 589 1,408 161
2,761 1,050 66 3,877 1,345 135
3,100 975 79 4,154 1,293 119
3,331 1,013 103 | 4,47 1,325 13
3,377 1,027 88 4,492 1,353 107
3,378 1,008 91 4,477 1,351 112
3,534 1,001 81 4,616 1,370 128
3,557 1,010 96 4,663 1,364 120
3,625 994 126 4,745 1,368 120
18,816 ! 3,720 1,123 | 23,659 2,301 79
1962, oper- :
ating j
budget.__| 18,922 3,022 901 | 24,745 2,400 8,300 14.75 1.74 11.95 78

Prepared by: U.S, Department of Commerce, Patent Office (1962).

TaBLE 4.—Increase in minimum fees for selected legal services (1928 versus 1962)!

X |
Service Minimum l Minimam
fee, 1928 | fee, 1862
Simple contract . e 85 ‘ 815
TUnrontested, simple divoree.. . 75 175
Organizing a simple corporation_ 75 230
Lease..._ .. _.______.__._.___._. 3 10
Handling a smallestate. . .o aee 30 150

t Figures are for Wisconsin and were furnished by the State bar of Wisconsin.
Prepare:d »Hr: U.S. Department of Commerce, Patent Office (1962).
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TaBLE 5.—Changes in seclected Government fees

Actlvity Agency Current | Old fee and
fee year
Registration of futures commission merchant_.._______ Agriculture________.__ $30 $10. 00(1938)
Testing of eye-protective devices.___.._____ Bureau of Standards. _ 20 11. 50(1849)
Recording a trademark or a copyright.. Treasury. ..c..o.._.... 75 25. 00(1954)
Personnel security investigations for secret clearance._) Atomic Energy- 385 305. 00(1958)
Testing of stemming devices for permissibility________ Interior- - _...____. 1,250 950. 00(1957)

Note.—For other Government fee charges, see *‘ User Ch

Progress Report,’’ issued by the Bu-

arges-—o

reau of the Budget, May 1960, and Report No. 1467 of the Senate Commiittee on Government Operations
entitled ““ Fees for Government Services,” 84th Cong., 2d sess., 1956
Prepared by U.S. Department of Commerce, Patent Office (1962).

TaBLE 6.—Patent service cost eslimates

Service 19371 19592 Present ¢
1. Preliminary search.._._____.__ ... ... ... $15to $25._ ... $35 to $60..___. $50 to $100.
2. Preparatl()m of specification and claims (simple in- | $70 to $120..... $120 to $270 ¢__| $200 to $450.

vention).
3. Preparation of drawings, per sheet ... ..__._. $15t0 $20_... .. At least $25__.| $25 to $45.
4. Total legal fees (no appeals or interferences) - $100 to $150.__.| $150 to $500.__.| $450 to $200,
5. Attorney’s hourly rate.. ... .- eemeeen Atleast 85..._( At least $20...1 $20 to $20.
8. Infringement study (average complexity). $50 to $100_.... ®) $250 to ?
7. Validity study_ ... .. $100 to $200._..| $100 to $200___.| $200 to ?
8. Litigation, attorney’s fees per day fncourt. ________.. $300. . ____| $300._.___..... $2(()g 1I;]o $40;)
ours),

1 “Inventions and Their Management,” A, K. Berle et al. (1st ed. 1937).

2 “Inventions, Patents, and Their Management,” A. K. Berle et al. (1959),

3 These figure

s were derived from conversations with experienced patent lawyers,

4 This {8 taken from “Inventions and Their Management,” A. K. Berle et al., p. 189 (2d ed, 1947).

¥ No specific figure given,

Prepared by: U.8. Department of Commerce, Patent Office (1962).



TaBLE 7.—Comparison of selected U.S. fees

Present
Description Prior H.R. 10966
Amount Date
established
atent ﬂlin{z:
Original appieation. ... ... .2 RSP SUUPIRSPRPR [.* || U U U 1927 $40.
$1 each claim over 20 .o fooaoiiiiaailll $2 each clalm over 10.
$10 each independent claim over 1.
Relssue appleation... oo ... 3 1 S PSS 830 e e e mmr e ccmm e 1861 $40.
$1 each excess clalm over 20. .......... 1953 $2 each excess claim over 10,
$10 each excess independent claim.
Design application. .. ... immmmeeacomen| e cem e cmemmccaeecacmmecamanaan $10 for 3¥6 years. .o eooa.
$15 for 7 years__ ———- 1861 $20.
$30 for 14 years.
Patent {ssue:
Original applieation. .. .. ... ... 52 S £ {1 R, 1927 $40.
$1 each claim over 1932 $10 each page of specification as printcd.
$2 each sheet of drawing.
Relssue application .. oo oo mccmamemcmecmememamememman| e rme e mmcmcccmmemceaccmvcceccccaa|ace e ———e e $40.
$10 each page of specification as printed.
2 each sheet of drawing.
Dyeslgn applentlon e et mccmeemaa|emeemmmmemeececcamemeeccmaammscceceesu|ecmeaseercaman 10 for 314 years.
$20 for 7 years.
$30 for 14 years.

Patent appeal. oLl iaiin et 2 U U 7 SN 1953 $100 with oral hearing.
$50 without oral hearing.
$25 if withdrawn,

Recording assignments_ .. ... ... $2 per 1,000 wordS - e oo aoia el $3 fOr B PBEeSe oo mmmee i cmeaceoon

$1 for cach additlonal 1,000 words._ $1 each 2 pages over 6 $20 each item.
25¢ each extra item $0.50 each extra Item_

Patent moIntenOnee. oo e e anceec | vt c e e cmdc e ccrmccmcesmcemaa]ceeseemmamacmeeeanaarmcasmema—ecannean $100 first fee, prior to end of 5th year.
$200 second fee, prior to end of 9th year.
$300 third fee, prior to end of 13th year.
52? for delayed payment of s maintenance

ee.

Patent:

iselalmer. - .. .
Petitlon to revive
Petition for delay ...
Certifleate . . ... ..
Trademark:

Filing_. .. ..
Afildavit ... L.
Potitlon to revive.
New certificate..
Certlficate of correction..
Diselnimer. . ... .
Recording assignments... ... ...

$3 for 6 pages.......
$1 each 2 pages over 6.
$0.50 eaeh extra ftom. o eemeemanneaa o

$20 each item,

]’ro;wnrotl by U.8. Neparttnent of Commerco, Patent OMce (1962).

SHdd JIOIAH40 INIALVd
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TaBLE 8.—U.S. patent characteristics (1961 sample)

Independ- | Columns | Sheets of
Claims Total ent claims | of specifi- drawing
patents (average) cation (average)
(average)
79 1.0 3.1 1.5
100 1.7 3.8 1.5
92 2.2 4.8 1.7
120 2.9 4.9 1.9
99 3.5 4.9 1.9
72 4.9 5.6 1.6
76 4.3 5.6 1.5
67 5.2 6.2 1.6
46 5.4 6.3 1.4
49 6.4 7.1 1.5
28 5.1 6.2 2.2
30 6.2 6.3 2.5
19 7.2 8.2 3.1
14 9.8 9.7 2.1
9 8.7 12.5 2.5
15 8.7 8.2 2.4
9 13.6 10.6 3.3
6 9.5 18.5 7.3
6 11.3 21.5 11.1
8 12.5 8.7 2.6
5 13.3 16.1 1.3
3 13.1 13.2 2.1
2 13.0 19.0 7.0
2 11.1 9.0 3.0
3 19.0 2.2 6.1
2 13.0 15.0 7.1
1 10.0 79.0 4.0
2 12.0 12.0 6.1
1 13.0 14.0 5.0
1 20.0 22.0 5.0
966 4.4 6.1 2.0

Preparcd by U.S. Department of Commerce, Patent Office (1962).
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Table 9

CLAIM FORM V8. ANALYSIS TIME

| CLAIM STRUCTURE = |
PATENT ICTURE EXANTNRR TIME (minutes)
Rumber Type Total Average
A 5
1 All ] 5
Life Preserver 4 Independent 4 : 7
D
E 6
r 7
G 15
No Test
All A 27
2 Independent [+ 27 24
¥an Blade Coupling 7 r 19
D 13
1 3 15 11
Independent E 10
G 20
Atl D 45
3 Independent » 50 97
Spianing Reel 9 E 110 (lhr. 37min.)
G 88
3 A 20
Independent [ 20 28
4 45
All A 55 69
4 Independent < e (ikr. S=iz.)}
Brush Clearing 13 r 75
Machine
D 50
1 3 22 52
Independent £ 25
-] 85
Al D 130 113
H 15 Independent B 90 (lhr. 53min.)
Threshing Machine E 120
1 A 23
Independent c 30 26
r 25
6 H 150
Logging Syst 31 All 1 735 152
8Eing Systea Independent 3 110 (3hbrs. 12min.)
K 134
3 L 90 100
Independent ‘M 105 (lhr. 40min.)
N 105
7 N 105
Electromagnet 45 9 L 200 170
Independent N 205 (2hrs. 50min.)
A 106
1 J 45 130
Independent I 80 (2hrs. 10min.)
;4 160
Average 33
Patents 2 - 7 59
Prepated by:

U.S. Department of Commerce
Patent Office (1962)

84863—82——7
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TaBLE 10.—Board of Appeals statistics

Calendar year—
1957 1958 1959 1960 1961
Appeals filed:
N W oo o e e e 6,269 | 9,564 | 10,040 | 10,787 | 10, 855
Reconsideration. _________________________________________ 278 263 263 343 384
Orel bearings: t
ADPearanCes . _ e eeeeaaaa 1,079 | 1,126 506 { 1,478 1,329
Failure to appear (without prior notice). ... . ... _____ 483 364 254 751 611
Disposition:
Dismissals 2 _ . 565 1, 005 1,144 1,149 980
‘Withdrawals:
Byapplieant. ________________ . 1,650 | 1,685 | 3,387 | 3,528 3,618
By Office_._ 7923 | 1,315 2,217 2,303 2180
Decisions. ... 2,155 2,203 | 2,870 | 2, 860 3,811
Reconsiderations. .. ... 279 256 264 325 352
Appeals pending: 3
On Board docket____ ... 4,406 | 5,039 | 6,254 | 6,750 7,380
17 Y LU N 6,049 | 8,081 | 9,530 | 10,199 | 10,662

1 An oral hearing is requested in approximately 60 percent of all appeals flled. For those cases not totally
withdrawn (approximately 40 percent of all appeals filed) the request for oral hearing is withdrawn about
25 percent of the time and often occurs 1 or 2 days before ascheduled hearing. All appeals for which requests
for oral hearing are not withdrawn are formally docketed for the hearing. In approximately 33 percent of
these docketed appeals, there is a failure to appear without prior notice.

3 Usually caused by appellant’s failure to file a brief or a reply brief.

3 At June 30 of year indicated.

Prepared by U.8. Department of Commerce Patent Office (1962).

TaBLE 11.—Magjor volume assumplions for H.R. 10966 fees (1962 basis)

Patent filing, original patent.______ 83,000 applications with average of 2 claims
over 10 and 2 independent claims over 1
(average combined fee, $64).

Patent issue, original patent______ 52,000 patents, less 10 percent forfeitures,
with average of 3.6 pages of specifications
and 2 sheets of drawings (average com-
bined fee, $80).

Design filing_ . __________________ 5,000 design applications.

Design issue. . .. _________._____ 3,000 design patents: 5 percent for 3% years;
10 percent for 7 years; 85 percent for 14

years.
Patent appeals_ .. ______ 10,000 appeals: 30 percent considered with
oral hearing; 10 percent considered without
oral hearing; 60 percent withdrawn.

Recording patent assignments._.___ 80,000 items (patent, application, or any
other paper) involved in 60,000 writings.

Trademark filing. _ .. ________.___ 23,500 applications.

Trademark affidavit____.________ 15,000 affidavits.

Recording trademark assignments. 13,200 items (trademark registration or any
other paper) involved in 3,300 writings.

Patent maintenance_.____________ 1st fee, 22,470 patents (50 percent of 1957
issuances of 44,939) ; 2d fee, 10,643 patents
(25 percent of 1953 issuances of 42,571);
3d fee, 4,567 patents (15 percent of 1949
issuances of 30,446).

Prepared by U.8. Department of Commerce, Patent Office (1962).
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TABLE 12.—Per capila figures on palenl applications filed in selected countries
(195660 average)

Number | Popula- Number | Popula-

of appli- | tion in | Ratio of appli- | tionin |Ratio

cations ! | 1,000 2 cations 1 | 1,000 %
Switzerland 13, 615 5185 | 2.63 11,264 11, 221 1.00

weden. 12,212 7.415 1.65 32, 366 44, 500 .73

Austria_. 8, 936 7,021 1.27 331,738 51, 680 .61
Belgium __ 10, 925 9,053 1.21 476,752 173, 260 .44
Norway... , 860 3, 526 1.09 520,649 48,835 .42
Denmark. 4,722 4, 500 1.05 37, 998 91, 760 .41
Germany. ... ........ 54,932 54,373 1.01

L Includes applications filed by foreigners.
7 1958 estimates.

3 Complete specifications only.

4 Excludes designs and reissues.

% 4 years only.

Prepared by: U.S. Department of Commerce, Patent Office (1962).

TaBLE 13.—Effect of fee increases on applications filed (selected countries)

Number of applications filed
Country
1951 1952 1953 1954 1955 1956 1957 1958 1959 1960
Germany.- .o oo 55,457| 58, 561] 60,202! 59, 317|154, 778| 53,452 52, 988! 54,492 56, 610( 57,119
Great Britain.. 22,604( 22, 2661 24, 368| 26,629(228, 658 29, 136 29,611] 30, 878) 33, 653| 35, 412
Sweden.__._.__ 11,243 11,369311,708| 12,133} 11,838/____.___ 11, 859|412, 174| 12, 304 12, 744
Switzerland._____ 11,765) 12,131} 13,177 13,781| 14, 144|*12, 666| 13, 124| 13,616/ 14, 606 14, 664
The Netherlands. 8,139| 8,592] 9,053] 9,646] 9,607, 10,075810,330| 11,038] 12,247 12,629

! Fees raised in 1955.

7 Fees raised in mid-1955.

3 Fees raised on July 1, 1953,
4 Fees raised in fall, 1958.

& Fees raised Jan. 1, 1956.

¢ Fees raised in 1957,

Prepared by U.S, Department of Commerce, Patent Office (1962).

TABLE 14.—Average size of patents (selected countries, 1961)

United Great Germany
States Britain
Printed pages of specification 1. ... ___ . __..____.__ 3.70 2.75 2.16
Sheets of drawing.___.__.__ 2.00 1.70 1.32
Independent claims.. 4.38 2.70 1.02
Total elaims. . eceell- 6.73 9,50 4.70

1 The printed pages of the British and German patents have been converted to equivalent pages of U.5.
pateatsin accordance with the following: 1st page of U.S. patent equals 1.91 British pages and 1.87 German
pages; other page of U.S. patent equals 1.38 British pages and 1.13 German pages.

Prepared by U.S. Department of Commerce, Patent Office (1962).

TABLE 15.— Assignment of U.S. palents, fiscal 1956 and 19611
{In percent]

Entity 1955 1961
U.S. COrPOrBLIONS . . . oo oo cccaccmm e mm ;e 52.85 59.67
Foreign corporations..__..___. .- 5.73 10.28
All corporations. . 58.58 69. 63
TU.S. Government.... - 2.27 2.72
Individuals — 39.15 27.35
Y 100. 00 100. 00

t Excludes reissue, plant, and design patents,
Prepared by: U.S. Department of Commerce, Patent Office (1962),



TABLE 16.—Fee income comparison (present and H.R. 77381 and H.R. 10966)

[Dollars in thousands]

Esti- Esti- Esti- Change from
mated mated mated | present fee Income
Deseription (sectlon and item Present fee income, Proposed fee, H,R, 7731 income, Proposed fee, H.R. 10866 income,
of H.R. 10966) fiscal 1062 1062
year 1962 basis basis H.R. H.R,
7731 10966
Patent filing, original patent (sec, | $30_ oo $2,440 1 $40 o cemaenan $3,320 | $40. e _i.
1, item 1), $1 cach clalm over 20. ... 46 | $2 each claim over 10_._...__ 332 | $2 each claim over 10_ ...
$10 each independent claim
overl,
27101701 7, U RRS DR 2,480 [ eiceem e 3,662 |ae i 5,812 | +9$1,166 | +$2,826
Patent issus, origing) patent (see. | $30._ ... 1,500 | 8500 oo 2,600 | $40. ... 1,872 |eooo oo
1, item 2, part). $1 each claim over 20__...___ 10 | $2 each clalm over 10. ... 104 | $10 each page of specifica- 1,685 |« deans
tion as printed,
$2 each sheet of drawing.._... 187 |acoce ol
SUbtOtal. oo s e ceceeeae 1,520 [neo e 2,704 [ eicemiaaee 3,744 | 41,184 +-2,224
Patent issue, relssue patent {see. 1, | None__..ooeoemoommmoofoes NODC oo S0 s |- 20 PR R,
item 2, part). $10 each page of specifica- [ P
tion as printed,
$2 each sheet of drawing..... ) U SR P,
10103703 71 R Ao ORGP (SIS POty
Design filing (sec, 1, item 30)...._..| $10 for 334 years__._.._.__._. 21 | $20 for 3}4 years
$15 for 7 years. 8 | $30 for 7 years..
$30 for 14 years 75 | $40 for 14 years. ..o
Subtotalo ool 102 |
Design issue (sec. 1, item 3b).______ NONe e ceaemcmccmceccc e NODe. .o cemmccccimmmme e emman $10 for 314 vears.._...______. ) U F S,
$20 for 7 years. . acoaeeouco
$30 for 14 years_______.._.._.

Subtotal. o[ imcaee e n e

SEFA 01440 INHLVA



Patent filing, reissue patent (see.
1, item 4),

Subtotal
Patent disclaimer (

Patent appeal (soc. 1, itom 6)

Bubtotal
Patent potition to revive (
item 7, part).
Patent petition for delay of issue
oo (scc. 1, item 7, part).
Patent certificato, scc. 256 or 256
(soc. 1, ftem 8).

Patent coples (sec. 1, 1tem 0)_...__.

Subtotal. oot
Ttocording patent assignnients
(soc. 1, itom 10).

Subtotal. o oceeooa o
Trademark fillng (soc. 3, itom 1)._.
Tradomark affidavit (sec. 3, itom 3).
Tradomark petition to revive (scc.

3, item 4).
Now trademark certificate (sec. 3,
item 7).

Tradomark cortificate of corroction
or amondment (sec, 3, itom 8),
Trademark dlisclaimer (sec. 3,

tom 10)

Rocording trademark assignments
(soc, 3, item 12).

25 cents, except designs......
10 cents for designs.____

$50 annual for Habraries

$3 for 6 POROS.cccrcenccaaen.
$1 cach 2 pages over 6_
50 cents cach extra {tem.._..

$3 for 6 PageS.---cceoaenaanan

$1 each 2 pagos over 6.
50 cents each oxtra ftem_.___

Bubtotal. oo oo m e cceeee e

Soo footnotes at end of table, p. 98.

25 cents, cxeept designs...._

10 cents for designs_._....

$50 annual for libraries

$1 for large ones and plant
patents in color.

$3 fOr 6 POgeS. e enacann
$1 each 2 pages over 6. -—..--
50 cents cach oxtra ftemn..._.

$3 for 6 pages. - - ceaene
$1 each 2 pages over 6.
$1 cach extraitem__________.

1,529

15

1,550

$40_ i

$2 each excess claim over 10..

$10 each cxcess independent
claim.

$100 with oral hearing
$50 without oral hearin
$25 if withdrawn. ..

25 cents except designs

10 cents for designs.....

$50 annual for )ibraries

$1 for large ones and plant
patents in color.

SETL HDIAA0 INALVJ
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TABLE 16.—Fee income comparison (present and H.R. 7731 and H.R. 10966)—Continued

Esti- Esti- Esti- Change from
mated mated mated | present foe income
Description (is‘ection and item Present fee Income, Proposed fee, H.R. 7731 Income, Proposed fec, H.R. 10966 income,
of H.R. 10966) fiscal 1962 1962
year 1962 basis basis H.R. R.
7731 10966
Patent malntenance (sec, 8)--.._--- NODe. oo $100hlst fee, prior to end of $2, 247 slgghlst fee, prior to cnd of $2,247 |ae|ememnaneas
bt
SBgtth(f ree, prior to end of 3,103 $203h2d tee, prior to end of 2,129 { e
$500 3d l’ee prior to end of 2,284 { $300 3d fee, prior to end of 1,370 [cecmmomefaccccceeas
13th year, 13th year,
$25 for delayed payment of 4 | $25 for delayed payment of : N P A
a maintenance fee, s maintenance fec,
Bubtotal. oo eemem e amemcmccceaeemmmeee o ccccc e et e e m———— [ 2 T P 5,750 +7,728 +5, 750
Other fees not changed. .. facoouo i imoccocceaas 81,004 oo eeees 1) U N 1,051 + +37
Total. oo SRR A P, 18,564 [occeomcmco oo caamcceaeeeee 20,984 | 410,854 | 413,284
1 Less than $500, (2) Estimated amounts for trademark affidavits and patent maintenance are included

Nores.—(1) Estimated income from proposed legislation includes amounts applicable
to other Government agencles under sec. 2 ($225,000 under H.R. 7731 and $203,000 undecr

H.R. 10906).

to show the resulting income if all the provisions were in full operation during 1962.

Prepared by U.8. Department of Commerce, Patent Office (1962).

However, fees for these items would not be effective immediately to bring in receipts.
(3) For major volumec assumptions, see tables 11 and 17.

86
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TaBLE 17.—Major volume assumptions for H.R. 7731 fees (1962 basis)

Patent filing, original patent______ 83,000 applications with average of 2 claims
over 10 (average combined fee, $44).

Patent issue, original patent______ 52,000 patents with average of 1 claim over
10 (average combined fee, $52).

Design filing_ - .- _____ 5,000 design applications, including effect of

term extensions: 42 percent for 3% years,
8 percent for 7 years, 50 percent for 14

years.
Trademark filing_. . - .. -________ 23,500 applications.

Trademark affidavits_ .- ______ 15,000 affidavits.

Patent maintenance_____...____.__ 1st fee, 22,470 patents (50 percent of 1957

issuances of 44,939); 2d fee, 10,643 patents
(25 percent of 1953 issuances of 42,571);
3d fee, 4,567 patents (15 percent of 1949
issuances of 30,446).

Prepared by U.S. Department of Commerce, Patent Office (1962).

TaBLe 18.—Income and operating costs (United States)

Income from fees Income from fees
Operating Operating |
Year cost Year cost
Amount Percent Amount | Percent
of cost of cost
$1, 247,828 | $1, 358,228 109 $4,832, 278 | $4, 470, 310 93
1, 288, 970 1, 408, 878 109 5,314, 852 4, 306, 389 81
1, 329, 925 1,491, 539 112 4,588,585 | 4,245,899 93
1, 423, 094 1,591, 251 112 3, 876, 785 4,197, 024 108
1,469,124 1,663, 880 11 4,153, 591 4,075, 387 93
1,472,468 | 1,737,334 118 4,446,464 | 4,171,867 94
1, 538, 149 1, 811, 298 118 4,492,273 4,356, 331 97
1,584,400 { 1,859,593 117 4,476,913 | 4,346, 860 97
1, 608, 1, 874, 181 117 4, 615, 505 4,527, 202 08
1,887,443 1, 975, 020 105 4, 663, 092 4, 344, 967 93
1, 953, 550 2,022, 043 104 4,745,019 4,149, 142 87
1,957,002 | 1,987,779 102 4,728,808 | 3,678,028 78
2,025,912 | 2,074,788 102 4,609,995 | 3,304,477 72
1,924,459 | 2,065,067 107 4,858,852 | 3,450,656 71
1,929,133 | 2,154,375 112 5,041,562 | 3,777,632 75
2, 087, 581 2,253, 341 108 5,014, 471 4,427, 682 75
2, 051, 657 2, 316, 402 113 7,262,472 4, 689, 441 65
2,095,139 | 2,300, 110 8,603,032 | 5,525,842 64
2,131,616 | 2,086,319 98 10,101,923 | 5,201,598 51
2,178,578 2, 095, 096 96 11,023,036 | 5,448,342 49
2, 436, 561 2, 595, 697 107 11, 248, 339 5,503, 881 49
2,640,374 | 2,689,476 102 12,219,557 | 5,377,667 44
2,722,205 | 2,870,287 105 12,129, 581 5, 620, 310 46
3,112,022 | 3,004,326 97 11,933,034 | 6,054,792 51
3, 273, 341 3,027,468 92 11,629,318 | 5,872,059 50
3,775,477 | 3,240,030 86 14,471,723 | 6,547,469 45
3,857,952 | 3,429,674 89 16,514,067 | 6,829, 855 41
3,769,604 | 3,464,633 92 19,528,142 | 6,938,521 36
3,839,772 | 3,627,805 04 20,701,925 | 7,347,104 35
4, 391, 860 3, 693, 460 84 21, 505, 872 7,435,148 35
4, 552,685 | 3,990, 042 83 23,658,824 | 7,648,198 32

Prepared by U.S, Department of Commerce, Patent Office (1962).1



TABLE

19.—Income and operating costs, selected countries

[In millions of dollars]

Country 1930-39 1950 1951 1952 1953 1954 1956 1956 1957 1958 1959 1960 1957-60
average average
United States:
INneome. oo iieiaoes 4.269 5. 448 5. 504 5.378 5. 620 6. 055 5.872 6. 547 6.830 6.939 7.347 7.435 7.122
Operating costs_ ... ... 4. 535 11.023 11. 248 12.219 12. 130 11.934 11.629 14.472 16. 513 19. 526 20. 779 21. 506 19. 581
crmany:
Income. il 3.748 (O] O] 4,421 5. 046 5.239 5.941 6. 408 7.095 7.749 8. 942 9. 525 8.328
Operating costs_... ... ________._ 2.147 ® (O] 4.132 4. 529 4. 994 5. 681 5. 689 6. 264 7.302 7.212 7.436 7.053
Great Britain:
Income. . ... 1.823 2.624 2. 596 2.710 2. 747 2. 898 3. €06 4.200 4, 250 4. 446 4.732 5.370 4.600
c O(i)erutlng COSES . i micciccaane 1.215 1.851 2.181 2.825 3. 531 3.718 4,144 4. 402 5.132 5. 193 5. 852 6. 782 5.716
anada:
INCOMC.. o oo .418 . 620 . 680 707 .791 1. 008 1. 143 1. 298 1.329 1. 441 1.655 1. 660 1. 523
Operating costs_.._. ... .201 . 842 752 . 829 .877 1,005 1.255 1. 553 1.811 1.972 2.239 2. 296 2.080
Switzerland:
Income. oo aaos . 445 . 663 . 685 . 766 . 866 . 922 . 961 1. 168 1.326 1. 466 1. 550 1. 634 1. 494
s 8peratlng [103:] .210 . 487 . 647 . 596 . 633 .623 .615 . 650 . 764 . 863 074 1. 150 . 925
weden:
Income. ... moo oo . 348 . 780 . 965 . 926 1.083 1.361 1. 565 1. 486 1. 583 1.752 ?) (O] 1. 687
(l)Nperatmg COSES. oo .2n .851 .928 1. 114 1.276 1.351 1.396 1. 458 1.642 1.799 N m 1.720
The Netherlands:
ncome._._.___. . 306 . 699 L714 770 . 786 . 661 .693 L7289 1.018 1.193 1.328 1.213 1.187
D Opcli?tlng costs._. .219 . 541 . 594 . 632 L1733 . 919 1. 009 1.323 1. 503 1.628 1.723 1.785 1. 660
enmark:
Income. ..o oo .088 .311 . 245 . 267 . 308 .338 . 354 . 397 412 . 448 . 584 m .481
Operating costs. ... ____.___.__ . 062 .234 . 257 . 280 .307 .333 . 350 .397 . 417 .433 . 468 ) . 439

1 Not avallable.

Prepared by U.S. Department of Commerce, Patent Office (1962).
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TaBLE 20.—Operating cost changes—selected countries

[In percent)

Country 1930-39| 1950 | 1951 | 1952 | 1953 | 1954 | 1955 | 1956 | 1957 | 1958 | 1959 | 1960
average|

___________ 100 [ 243 | 248} 269 ( 267 | 263 [ 256 | 319 | 364 } 430 | 458 474

482 558
100 | 419 | 374} 412 436 | 500 ( 624 | 773 | 001 | 981 |1,114 | 1,142
464 548

| 100f 307| 335| 402 | 461 | 488 | 504 [ 527 | 593 60| () | )
| 100f 247 | 271| 289 | 335| 420 | 502 | 604 | 686 743 | 77| 815
K eeeeomeoemee 100] 377 | 415{ 452 | 495 | 537 | 565| 640 | 673 | 698 | 755 | (©
1 Not available.
Prepared by U.8. Department of Commerce, Patent Office (1962).
TABLE 21.—Operating cost recovery— Selected countries
[In percent]
Country 1930-39 | 1950 | 1951 | 1952 | 1953 | 1954 | 1955 | 1056 | 1957 | 1958 | 1959 | 1960
average|
04| 40| 40| 44| 46| 51| 50 41! 35
¢ o | o [ 17| 11| 05| 104 113| 113 106 124| 128
150 | 42| 119 96| 78| 78| 87| 95 86 | 81 79
208 | 74 85| 111 | 1001 91| 84| 73] 73| 74 73
211 | 136 | 125| 120 | 137 | 148| 156 | 180 | 174 | 170 150 | 1
128 02 104 85 ) 101) 12} 102 VIRV
139 120 120 12| 107 | 72 551 68| 73| 77
142 1331 95| 95| 100| 102 01| 100{ 99| 103| 125| (O

1 Not available.
Prepared by U.8. Department of Commerce, Patent Office (1962).



TABLE 22.—Income by fees (1957-61)

Fiscal 1957 Fiscal 1958 Fiscal 1959 Fiscal 1960 Fiscal 1961
Amount Percent Amount Percent Amount Percent Amount Pcreent Amount Pereent
of total of total of total of total of total
Patent filing fee, Including extra claims.___._._._._._. $2, 207,183 33.7 $2, 299, 476 33.5 $2, 341, 478 32.0 $2, 372, 169 32.0 $2, 419, 034 3.7
Patent final fee, including cxtra claims_ - 1, 353, 326 19.9 1, 371, 666 20.0 1, 502, 805 20.6 1,434, 962 19.3 1, 368, 368 17.9
Patent coples. oo ooooooooooooo. B 1, 328, 440 19.5 1,324, 841 19.3 1,395, 467 19.1 1,414, 959 19.1 1, 503, 712 19.7
Reproduction of records._ . .o....._... - 459, 625 6.7 486, 547 7.1 587, 538 8.0 638, 280 8.8 3 9.5
Trademark flling fec_._.______________ - 570, 456 8.4 541, 989 7.9 557, 893 7.6 583, 241 7.9 573, 767 7.5
Patent appeals. . oo ___ - 142,495 2.1 192, 332 2.8 7' 3.3 249, 485 3.4 245, 730 3.2
Reeording assignments. ... _.__ - 184, 301 2.7 175, 529 2.6 184, 457 2.5 189, 323 2.5 195, 387 2.6
Design filing fee, including term extensions. - 89, 863 1.3 89, 481 1.3 94, 591 1.3 96, 375 1.3 92, 908 1.2
Trademark renewal fee. ... - 103, 602 1.5 79,718 1.2 , 122 1.1 08, 032 1.3 87, 503 1.2
Certification of copies... - 46, 785 .7 48, 197 .7 54, 151 .7 58, 805 .8 66, 487 .8
Drawings and corrcctions. - 37, 559 .6 56,972 .8 62, 201 .8 57,613 .8 61, 908 .8
Trademark copies.- .o oococoooooo L . 22, 999 .3 23,755 .3 26, 085 .4 31, 867 .4 31,798 .4
Trademark oppositions and cancellations. - 31,495 .5 26, 100 .4 30, 490 .4 32, 750 .4 , 640 .4
Subscription serviee for copies. ._._._._.__ - 23,454 .3 24, 822 .4 26, 571 .4 26, 189 .3 28, 522 .4
Title reports_.___________ - 23,152 .3 20, 542 .3 20, 500 .3 22,445 .3 24,112 .3
Special service on orders. - 14,113 .2 16, 559 .2 15,133 .2 19, 458 .3 96, 639 1.3
Classified lists of patents. . 6,983 1 7, 826 .1 14, 839 .2 9, 754 .1 7,955 .1
Other fees (approximately
$10,000 €8Ch ..o oo ememeeae 81, 104 1.2 79, 751 1.1 80, 557 1.1 85, 560 1.2 79, 444 1.0
Subtotal. ... imaomaaos 6, 816, 935 100.0 6, 866, 103 100.0 7, 313, 693 100.0 7, 421, 267 100.0 7, 635, 282 100.0
Excess of coupon sales over coupon redemption....... 12,920 |-coooooo 72,418 |oeeao . 52113 S R 13,881 [oooooo 12,916 | ...
Total iNCOmMe._ oo e 6, 820,855 |_eaecoan-- 6,938,521 |..__._____ 7,347,194 |_________. 7,435,148 |.o._.._. 7,648,198 |.ooooooo_.

Prepared by U.8. Department of Commerce, Patent Office (1962).
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TaBLE 23.—Consumer Price Indez
[1957-59=100]

Year Calendar Fiscal Year Calendar Fiscal

basis basis basls basis
47.6 50.2 77.8 4.0
45.1 45.3 83.8 81.2
46.6 46.1 83.0 84.0
47.8 47.3 83.8 82.5
48.3 47.9 80.5 87.6
50.0 49.2 92.5 91.6
49.1 49.9 93.2 2.9
48. 4 48.6 93.6 93.7
48.8 48.7 93.3 93.3
51.3 49.3 94.7 93.7
56.8 54.3 98.0 96. 4
60.3 58.9 100.7 99.6
61.3 60.7 101.5 100.9
62.7 62.0 103.1 102.4
68.0 63.5 104.2 103.7

Prepared by: U.S. Department of Commerce, Patent Office (1862).
Source: U.8. Department of Labor, Bureau of Labor Statistics.

TaBLE 24.—Comparison of disposal rales and complezify factors
AVERAGE DISPOSAL RATES

Typeolart e Mechanical Electrical
Complexity. .. .. _-1 Average Complex Aversge Complex Gverall
office
B85 1 10) + DU 8 36 37 42
Year
119 77 132 112 91
104 64 139 105 85
100 47 128 45 72
117 52 107 41 80
89 43 138 52 73
47 108 41 77
110 49 120 41 80

Prepared by U.S. Department of Commerce, Patent Office (1962).
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TaBLE 25.—Payment of renewal fees—Germany

Number on |Number pay-| Percent of Percent of
Year of patent life Base Base which indi- |ing indicated| those due | base patents
years patents cated fee fee which paid | which paid
was due
) SISO S R [ (SRS (RO,
2RO N 1 o
3 -| 1048-58 187,870 187,870 98.9 98.9
4 -| 1048-57 182,132 180,106 94.5 93.5
5 1948-56 172, 629 161, 212 1.2 85.1
R, 1948-55 159, 820 135, 505 87.9 74.6
7 —- 1048-54 145, 039 107,135 85.8 63.4
8 1048-53 128, 478 80,088 84.1 52.5
9 1048-52 111,226 56, 84.2 42.8
10 1048-51 93, 38,400 84.4 .8
11 1948-50 65,493 22, 853 84.5 20.5
12 e 194849 35,419 10,147 84.4 24.2
13 - 1 13, 456 5 84.4 21.4
) T SRR (RO (RSO FONRIIOI O IIIIN NI S 18.0
) 1RSI JUPRURI (R, e - 15.0
) [ ORI ISIPIIN USRS PRI I SO - ——- 12.8
17 e[l [N S, - 10.8
18 e[l - 9.1

1 No fees due.

Norte.—Renewal fees, and the term of the patent, are counted from the filing date of the application
which resulted in the patent involved. No renewal fees are required for the first and second year. The
table includes patents granted on applications filed from 1948 on, and the fees paid on these patents up to the
end of 1960. Xach line represents a different age group of patents; for only 1 year have any reached their
13th year. None of the patents included have passed the 13th year and the figures in the last column for
the years after 13 are estimates calculated from the preceding items, Addition patents, on which no renewal
fees are due, are not included.

Prepared by U.8. Department of Commerce, Patent Office (1962).

TABLE 26.—Payment of renewal fees—Great Britain

Number on |[Number pay-| Percent of Percent of
Year of patent life Base Base which indi- |ing indicated| those due | base patents
years patents cated fee fee which pald | which paid
was due
O]
M
o
(190, 000) 162, 122 (85.3) 85.3
, 54T 127, 439 89.4 76.3
109, 642 97,828 89.2 68.1
, 991 73,654 83.8 60. 4
61, 884 56, 206 89.4 5.0
45, 682 40, 629 839 48.0
32,071 28, 201 87.9 42.2
21,176 18, 573 87.7 37.0
13,139 11,477 87.4 32.4
7, 8, 467 88.2 27.9
3, 205 2,701 87.1 g% 3
.......................................... .1

1 No fees due.
NoTe.—Renewal fees and the term of the patent are counted from the filing date of the application which
resulted in the patent involved. No renewal fees are required for the first 4 years. The table includes
atents granted in applications filed fromi1946 on and the fees paid on thess patent up to the end of 1960.
ach line represents a different age group of patents; for only 1 ggar have any reached their 15th year. The
number of base patents is not given in the reports and cannot be determined; the last column is calculated
from the estimated figures written parentheses.

Prepared by U.8. Department of Commerce, Patent Office (1962).
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TABLE 27.—Payment of renewal fees—Switzerland

Number on |[Number pay-| Percent of Percent of
Year of patent life Base Base which indi- |ing indicated | those due | base patents
years patents cated fee fee which paid | which paid
was due

1 (€1 [, F—

e me—ccnmm——— 1947-58 75, 307 75, 307 73,576 97.7 97.7
3 1947-57 74, 836 73,140 69, 317 94.8 2.6
4 1047-58 73,417 68, 062 61, 335 90.1 83.5
P 1047-55 69, 457 57, 904 51,326 83.6 73.9
6 1947-54 61, 429 44,707 87.2 63.5
7 1047-53 53, 201 33, 086 28, 980 87.6 54.4
8 1947-52 44, 952 23,755 20,715 87.2 46.1
9 1947-51 36, 764 16, 531 14, 401 87.1 39.2
10. 1047-50 28, 10, 838 9, 438 87.1 32.9
11 104749 21,074 6, 829 5, 951 87.1 28.2
12 194748 13,772 3, 825 3,266 85.1 23.7
13 1947 7 1, 889 1,617 85.6 210
14 - —- 18.2
) 1 J SRR SRR FRURPUIUIN AP FUU R 15.8
16, - 13.6
17 —— - ——— 11.8
18 ) (RO RPN (U, 10.2

1 No fees due.

NoOTE.—Renewal fees, and the term of the patent, are counted from the filing date of the application which
resulted in the patent involved. No renewal fee fs required for the first year. The table includes patents
issued on applications filed from 1947 on, and the fees paid on these patents up to the end of 1959. Each line
represents a different age group of patents for only 1 year have any reached their 13th year. None of the
patents included have passed the 13th year and the figures in the last column for the years after 13 are esti-
E:]tez cglculated from the preceding items. Addition patents, on which no renewal fees are due, are not

uded.

Prepared by U.8, Department of Commerce, Patent Ofics (1962).

TaBLE 28.—Payment of renewal fees—The Netherlands

Number on (Number pay-| Percent of Percent of

Year of patent life Base Base which indi- |ing indicated| those due | base patents
years patents cated fee fee which pald | which paid
was due
29, 540 29,153 8.7 8.7
25, 660 23,832 92.9 91.8
22,814 20,488 89.8 82.1
20, 408 18,328 89.8 73.5
17,148 15,333 89.4 65.3
12,947 11,388 88.0 57.2
9, 469 8,005 84.5 48.2
8,375 5,618 88.1 4.7
4, 507 3,956 87.8 35.7
3,076 2,609 87.7 30.4
2,007 1,735 88.4 25.7
1,054 913 88.6 19.8
456 401 87.9 20.9
- 18.2
...... —— 15.6
....... 13.8
12.0
10.5

NoTe.—Renewal fees and the term of the patent are counted from the granting of the patent, and a fee is
required for the first year, The table includes patents granted from 1948 on, and the fees paid on these
patents up to the end of 1860, Each line represents a different age group of patents; for only 1 year have
any reached their 13th year, None of the patents included have passed the 13th year, and the

the 1ast column for the years after 13 are estimates calculated from the preceding ftems. Addition patems
on which no renewal fees are due, are not included.

Prepared by U.8. Department of Commerce, Patent Office (1962).



TABLE 29.—Operating costs and employment by cost centers (fiscal years)

1852 1953 1954 1955 1956 1957 1958 1959 1960 1961
Operating cost:
Patent examining operation. ... .. ... 38, 579, 148 | $8, 586,801 | $8,416, 549 | $8, 164,037 ($10,311, 858 [$11, 834, 828 |$14, 431, 278 |$15, 287, 930 |$15, 652, 464 | $17, 027, 067
Office of Research and Development. ... ..o o oo |oamiacaa o cfeaccacaccacelaacmaemaacen 194, 040 200, 267 A 316, 955 390, 97 460, 406
Board of Patent Interferences._....... - 80, 443 81, 602 82, 767 92, 760 93, 473 119, 429 128, 476 156, 660
Board of Appeals______......__.___. - 178, 381 176, 866 167, 518 184, 208 358, 048 454, 530 553, 914 582, 168
Trademark examining operation._____ - 710, 162 720, 310 700, 400 653, 921 733,219 773,429 771,095 836, 827
Trademark Trial and Appeal Board.. - 20, 030 29, 136 26, 876 27,8 55, 626 89, 312 113, 583 130, 087
Office of Commissioner.. ... .._..__. - 100, 466 87,072 97, 482 114, 666 166, 741 182, 066 180, 248 180, 417
Offlce of Solieftor. _._. 150, 131 176, 208 194, 313 237, 246
Oftice of Administratio 3,164,600 | 3,283,214 | 3,581,418 3,988, 337
............ 18,731 41, 49, 666
2,288 15 | 9, 944
10,528,142 | 20,701,925 | 21,505, 872 23, 658, 824
Average employment:

Patent examining operation. . ..________..________ 1,185 1,116 1,043 985 1, 567 1,495 1,487 1,512
Office of Research and Development. ..o oo |aoooummcoeoo]acocmocccm e cmcimciac e e 14 20 27 36
Board of Patent Inter{erences....__. 8 8 8 ] 7 8 9 11
Board of AppealS. oo - 27 27 26 26 42 47 52 52
Trademark cxamining operation._.._ - 114 112 106 98 100 95 94 95
Trademark Trial and Appeal Board...._.__._.... 3 3 3 3 4 11 13 14
Office of Commissioner. - 16 14 14 16 17 17 17 15

Office of Solicitor 20

Prepared by U.8. Department of Commerce, Patent Office (1962).
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TaBLe 30.—Income and operating costs—Patent and trademark operations

Fiscal 1960 Fiscal 1961
Total Patent Trademark Total Patent Trademark
operations operations operatlons operations
Income:

1. Patont filing fee, Including extra claims $2,372, 619 $2,372,619 |-ooooomo- $2, 419,034 $2, 419, 034

2. Patent final foe, including extra clatms....... 1,434,962 1,434,962 |. 1,388, 368 1, 368, 368

3. Patent coplos..o. . 11,414,959 1,414, 959 1,503, 712 1,503,712
4. Reproduction of records. " 638, 280 632, 159 722, 368 716, 050 $6,318
5. Trademark filing fee... 583,241 | el 573,767 | 573,767
6. Patent appoals......._ 249, 485 249, 485 245, 730 245,730 |ocomecomcaaes
7. Recording assignments. . 189, 323 178, 945 195, 387 179, 227 186, 160
8. Spoclal service on Orders. .. oo e e 96, 639 91, 463 5,176
9. Design filing fee, including term cxtensions. 92,908 92,008 [.ooocemeaana_.
10. Tradomark renowal {60 . oo oooee s 87,503 [+cacoccecaaaan 87, 503
11. Cortification of copies-..._..___ ... ___.___.._ 66, 487 58, 530 7,957
12. Drawings and corrcetlons...______________ 61, 908 57, 969 3,939
13, Trademark coples. .o omaeo o oomoeooooonos e 31,798 |ecoeeecceeaes 31,708

14, Trademark oppositions and cancellations. - .o o oo oo , 640 (... A
15, SBubscription service for copies. oo cee oo oveeons 28, 522 28,522 Jooocaaaeoa
16, THEO FCPOTtS.c e e oo 24,112 1,271 22,841
17, Other fees (approximately 40 in numbcr), less than $10,000 each. oo 87,399 67, 861 19, 508
SubtOtal oo e 7,421,267 6,607, 381 813, 838 7,635, 282 6, 830, 675 804, 607
Excess of coupon sales over coupon redemption. ..o o 13, 881 13, 576 305 12,016 12, 645 27
BT 1) O 7,435,148 6, 620, 957 814, 191 7, 648, 198 6, 843, 320 804, 878
Porcent of OPerating COSt . o oo e e e e e e e 35 32 75 32 30 68
Operdting cost:
Patent Ommlnlnf,' ORI ON L L e $15,552,464 | $15 552,464 | ___..__.__ $17,027,067 | $17,027,067 |-occoooeeeaaas
Office of Research and Development. . 390, 979 390, 879 |. 460, 406 460,406 ). .. .__.
Board of Patent Interferences. ... 126,475 126,475 |- 156, 660 156,660 {- ..o
Board of Appeals._ ... ... 553,014 553, 014 582, 168 582,168 |- ooooeoao--
Trademark cxamining operation. .. . 71,095 Jocoea $771,005 836,827 | ... $836, 827
Trademark Trial and Appeal Board . .o oo 583 | eaos 113, 583 130,087 f-cecoecacacnns 130, 087
LT 17707 7. ) 17, 508, 510 16, 623, 832 884,678 19, 193, 215 18,226, 301 966, 914
Ofllco of Commissioner 1.... 180, 248 171, 145 9,103 , 417 171,324 9,093
Office of Bolieltor ' ....._... 194, 313 184, 500 9,813 237, 246 225, 289 11, 957
Oflico of Administration ... 3, 581, 418 3, 400, 556 130, 862 3, 988, 37 3,787,325 201, 012
Offico of Information Services 1., 41,383 39,203 2,000 49, 665 47,162 2, 503
Total opernting cost 2 21, 505, 872 20, 418, 326 1, 088, 546 23, 648, 880 22, 457, 401 1,191,479
1 Distrlbution cstimated. Excludos reimbursed services to other accounts. Prepared by U.S. Department of Commerce, Patent Offiec (1962).
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[Statutes: 35 U.8.C. 41 (Patents), 15 U. S C. 1113 (Trademarks).

PATENT OFFICE FEES

TaBLE 31.—Schedule of fees

FR 2.6 (Trademarks)]

Regulations: 37 OFR 1.21 (Patents), 37

Foot- Date
note Nature of fee Amount | estab- | Previous
refer- lished | charge
ence
A__..lOn ﬁlix(]lg each application for an original patent, except in design cases.| $30.00 | 1932 $25. 00
an
For each claim in excessof 20___ ... oouo oo 1.00 | 1827
A_...|On ms%mg each origninal patent, except in design eases. _._...._.__.__ 30.00 { 1032 25.00
an
For each claim in excess of 20_.._ L.00 | 1927
A_.__| On filing each agplication for an
For 3 years 6 months. 10.00 | 1861
For 7 years_._. 15.00 | 1842
For 14 years, 30.00 | 1861
A__._{ For extending term of design patent, prior to allowance:
From 3 years 6 months to 7 years_ _ _____________._. 5.00 | 1881
From 3 years 6 months to 14 years 20.00 | 1881
From 7 yearsto 14 years. . . ..._co--cocooooo 15.00 | 1861
A....}] On evi{y application for the reissue of a patent 30.00 | 1861 15.00
an
For each claim in excess of 20 over and above the number of claims of
the original patent__...__. . eiieiiemeaoooe 1.00 | 1953
B..__| On fil mg each original application for registration of a trademark in
each class. L ceciceiemmmcomeenen 25.00 | 1947 15. 00
B....| On ﬂlmg each application for renewal of trademark registration in
each class o ceecmee 25.00 | 1947 15.00

B....

A_...

C....

B....
C....

B....

and

On filing each application for renewal in each class after expiration of
the registration, additional

On filing notice of opposition in trademark cases.

On filing petition for cancellation in trademarkeases__________._._....

For issuance of a new certificate of registration rollowlng change of
ownership of a trademark or correction of a registrant’s mistake.

On filing each disclaimer in patent, under 35 U.8.C. 253. ... __...

For filing each disclaimer, amendment surrender, or cancellation
after registration of a trademark.

On filing notice of claim of benefits of the Trademark Act for a mark
to be published under sec. 12(c) thereof.

On an appeal for the first time from the examiner to the Board of Ap-
peals (patent cases).

On appeal from an examiner in charge of the registration of trade-
marks to Trial and Appeal Board.

On filing each petition for the revival of an abandoned application
for a patent.

On ﬂclﬁng each petition for the delayed payment of the fee for issuing
each patent.

Forxj %e%lﬁmte of correction of patent applicant’s mistake, under 35

255,

For certificate of correction of trademark registrant’s mistake._______

For printed copies of patents (except design patents), per copy.....

For printed copies of design patents, Per COPY.-ccccecmecccacacean -

For printed copies of registered trademarks Per COPY - v - —cvememmmmn-

For printed copies of patents issued in 1 year, specml rate for libraries
specified In 35 U.8.C. 18 ..o ececcccammm—mem

For recording every assignment, agreement, or other paper not ex-
ceedmg 6 pages in patent cases. -.......

For each additional 2 pages or less
and

For each additional patent or application included in 1 writing where
more than 18 so incladed. .. oo ceiaimanans

For recording every assignment or other paper not exceeding 6 pages
in trademsark cases.

and
For eagh additional 2 pages or 1858 .- oo oo mc e o cemceaces

For each additional registration or application included or involved

{n 1 writing, where more than 1 is 50 included or involved
For each certificate in patent c8ses. . —coocoemomeaoaoooae
For cex:jtlrying in trademark Cases. .. ccocceneociamom oo oo camceeana

For each additional reglstration or application which may be in-
cluded under a single certificate. .. aecuemeoeooaacaoeoa oo
For typewritten copies of records, for each page produced (double
spaced) or fraction thereof . . . .ccceeeoromooomomcmcaammcmmaann
For comparing copies, for every 100 words or {raction thereof..._....
For photocopies or other reproduction of records, drawings, or printed
material, per page of material copled._ . . oo ...

For manuscrlpt coples of records, for every 100 words or fraction
B8 3T =) S OO

See footnotes at end of table, p. 109.
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TABLE 31.—Schedule of fees—Continued
[Btatutes: 35 U.S.C. 41 (Patents), 15 U.SbC. 1113 (Trademarks). Regulations: 37 CFR 1.21 (Patents), 37

FR 2.6 (Trademarks)]

109

Foot- Date
note Nature of fee Amount | estab- | Previous
refer- lished | charge
ence
C__..| For copy of patent grant_ - $1.00 | 1953 $0. 50
B....| For copy of trademark gra.ut or certificate of renewal_ . couooocoannen 1.00; 1947 . 50
D....| For abgtracts of title, for the search, 1 hour or less, and certificate.... 3.00 | 1931 2.00
For each additional hour or fraction thereof ... oooceeeooamoon 1.50 | 1931 1.00
an
For eacdh brief from the digest of assignments, of 200 words or less..__ 1L00 | 1948 .50
an
For each additional 100 words or fraction thereof (not included in
trademark statute)..__..._.____. R .10 [ 1916
For title reports required for Office use. e .- 1.00 | 1927
For certificate that trademark has not been registered—search and
certificate (for deposit in foreign countries only) 3.00 | 1947 1. 50
For each printed copy of a trademark registration with data entered
or record as of the date of mailing, relating to renewal, cancellation,
publication under sec. 12(c) of the Trademark Act and afidavits
under secs. 8 and 15 of such act (in addition to the fee for the printed
CODY).- ... .40 [ 1954 ..o
C....| For written translations from foreign languages into English, made
only of references cited in applications or of papers filed in the
Patent Office insofar as facilities may be available, for every 100
words of the original language, or fraction thereof. . ..__.._._.- 3.00 | 1957 125
C..._| For oral translations (dictation or assistance) from foreign language
into English, made only of references cited in applications or of
papers filed in the Patent Office insofar as facilities may be avail-
able, for each 14 hour or fraction thereof that service is rendered-" 4.00 | 1957 3125
C....| On admission to practice as attorney or agent 500 | 1925 |.__..._...
C.._.| For certificate of good standing as attorney oragent._ ... _._.._._.__. 1.00 ) 1925 . .. ____
-...| For making drawings, when facilities are available, the cost of
making the same, minimum charge per sheet:
Patent drawings___ - . - 25.00 | 1057 15. 00
Trademark drawings. ..o iceiciaae- 10.00 | 1957 5.00
C....| For correcting drawings, the cost of making the correctlon, mini-
UM ChATRe - - o oo e oo acecc e 3.00 [ 1957
C..._| For the mounting of unmounted drawings and photoprints received
with patent applications, provided they are of approved perma- 40
..... 1.00 0 1 [,
C._.. For photogmphjc prints of patent models, bullding facilities, etc.,
if available:
5 x 7 photographic print._. .50 | 1949
8 x 10 photographic print.__ .75 1949
C....| Subscription order for printed copies of patents as issued, in addi-
tion to the fee for printed copies supplied, annual service charge
for egtry of order and one subelass_ _ _ .. ... 2.00 | 1857 1.00
an
For each additional subclass included. . ... ... ____ - .20 | 1957 .10
C....| List of U.8. patents:
All patents in a subclass, per sheet containing 100 patent numbers
or less .30 1957 .20
Patents in a subclass, Timited by date or patent number, per
sheet containing 50 patent numbers or less .30 | 1957 .20
C....{ Local delivery box rental, per annum 12.00 | 1959 5.00
-.--| For publication in the Official Gazette of 8 notice of the availability
of a patent for licensing or sale, eachpatent_____.______________.___ 3.00] 1954 | ._..oo..__
C._..| For search of Patent Office records, for purposes not otherwise speci-
fied in the schedule of fees, per hour of search or fraction thereof._ - 3.00 | 1957 1.50
C....| For speclal gervice to expedite furnishing items or services ahead of
order:
On orders for copies of U.S. patents and trademark registrations,
in addition to the charge for the copies, for each copy ordered. - 251 1960 |ooo..___
On all other orders or requests for w ich s service facilities
are available, in addition to the regular charge, a special charge
equal to the amount of regular charge; minimum special serv-
fce charge per orderorrequest.____._____________ . _____._____ 1.00| 1960 |.__.____..

A—Established by law (35 U.8
B—Established by law (15 U.8.C. 1113),
C—Established by Patent Offi
D—Established by law (15 U.8

FOOTNOTES
.C. 41).

under authority contained in 35 U.8.C. 4

for patent cases.

1 For 1,000 words.
3 For additional 1 ,000.
3 Per 100 words.

Prepared by U.S. Department of Commerce, Patent Office (1962).

84863—62——S8

.C. 1113) for trademark cases and estabhshed by Patent Office (35 U.S.C. 41)
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TasLE 32.—U.S. application paramcters (divisions 42 and 68)

Speci- Draw- | Class Speci- Draw- | Class
Application fica- [Claims| ings [interval Application fica- |Claims| ings [interval
number tions (sheets)| average number tions (sheets); average

(pages) (40 pp.) (pages) (40pp.)

3 5 1 66
4 3 1 67
6 14 1 69
7 8 1 73
9 11 2 75
10 11 2 77
10 5 3 81
12 6 3 85
13 15 3 92
13 9 4 94
13 11 3 108
14 7 3 128
14 7 1 128
14 4 2 134
15 15 4 134
15 7 2 134
16 13 1 136
17 7 3 142
18 18 2 146
19 10 5 150
22 14 2 158
23 9 11 171
26 21 24 173
26 15 3 185
27 15 5 185
27 12 1 195
28 18 5 198
28 34 6 201
28 23 5 218
30 40 6 225
30 24 6 244
32 22 6 256
32 15 15 263
34 19 11 265
37 21 4 272
38 17 2 304
39 20 6 306
45 6 3 311
45 26 4 317
46 20 17 317
49 15 6 317
49 48 3 364
50 31 6 367
51 34 10 420
56 15 7 540
56 19 8 628
57 16 10 640
58 20 7 645
59 19 5 645
62 32 9 646
65 30 8 650

Prepared by U.S. Department of Commerce, Patent Office (1962).



TABLE 33.—Renewal fee schedule—Selected countries

[In dollars]
Year
Country !
1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20
Unitod States, 1081 ... ____
ORI U127 TP IO PSS PO S 100.00 | _oooufofa o 200.00 {___.__ | o eofeoeoo 300.00 [_oooociceofomcmacefeaaaaan

Fronce. ... 6. 00 6.00 | 10.80 | 10.80 | 10.80 | 10.80 | 10.80 | 16.80 | 16.80 | 16.80 | 16.80 | 16.80 | 24.00 | 24.00 | 24.00 | 24.00 | 24.00
Germaony.. 19.04 | 20.75 | 41.65 | 59.50 | 77.35 | 95.20 {124.95 |160.65 1196.35 [238.00 |279.65 {321. 30 (362.95 |404. 60
QGroeat Britain. 14.00 | 16.80 | 22.40 | 28.00 | 33.60 | 30.20 | 44.80 | 47.60 | 50.40 | 53.20 | 56.00 { 56.00
I 5,64 | 8.06) 0.66 | 11.27 ) 12.83 | 16.10 | 19.32 | 22.564 | 27.37 | 32.20 | 37.03

- cafemmeann 4. 00 11,00 | 14.00 | 17.00 | 20.00 | 23.00 | 26.00 { 30.00 | 34.00 | 38.00 | 42.00 | 46.00 | 50.00 | 54.00 | 58.00 | 62.00 | 66.00
Switzerln .| 6.99 13.08 | 16.31 | 18.64 .30 | 27.06 | 32.62 | 37.28 | 41.94 | 46.60 | 51.26 | 55.92 | 60.58 | 65.24 | 69.90
LTY o711 | VRN SO PURII 2,22 222 4.16| 416 | 4.16 | 831 { 831 831 16.62 ] 16.62 | 16.62
Spaln._.. 1.74| 218 2.43| 2.78| 3.13| 3.47| 510) 6555| 6.00 | 6.40 | 6,90 7.50 | 7.80{ 8.40| 8.80 9.30
Australin 1,25 | 13.50 | 15.75 | 18.00 | 20.25 | 22.50 | 24.75 | 27.00 | 20.25 | 31.50 { 33.75 | 36.00
Bweden........ [N [ R P, 3 10.29 | 24.07 | 28.80 | 33.71 | 38.60 | 48.25 | 57.00 | 67.55 | 77.20 | 86.85 | 96.50 {106.15
The Netherlands. . _.._.._. 2112 | 23.78 34.32 | 38.28 | 42.24 | 46.20 | 50.16 | 54.12 | 58.08 | 63.36 { 68.64 | 73.92 | 79.20 { 84.48 | 89.76

1 Sce table 34 for terms of patents.

Prepared by U.8. Department of Commerce, Patent Office (1962).

SHAA JOIJA0 LINALVA
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TABLE 34.—Comparison of total fees—Selected countries

Term of patent Fees
Average from—
issu Type of
Country patents renewal
per year | Filing | Issueor | Filing | Renewsl
date publica- and (total) Total
tion date | issue
United Ststes:
Present. . $60 0 860 |-
Proposed (average size). .. 144 $600 744 | Periodic
France_.._ 17 282 209 | Annual
Qermany.__ 26 2,435 2,461 Do,
Great Brital 22 462 484 Do.
Italy.___. 9 211 220 Do.
Canada. . 60 0 60 [oconememaan
Belgium. _. - 6 609 615 | Annual
Switzerland. __....__._.___._. 14 589 603 Do.
Japan 6 94 100 Do.
1375721 ) 1 SN 7 80 97 Do.
Australia. 26 284 310 Do.
........ 40 710 750 Do.
The Netherland: 46 332 378 Do.

Prepared by U.8. Department of Commerce, Patent Office (1962).



TasLe 35.—Cumulative fee schedule—Selected countries

{In dollars}
Filing Years from date of issue
Country and
issue 1
1 2 3 4 5 (] 7 8 9 10 11 12 13 14 15 16 17 18 19 20
Unlted Btates, 1061.anoccaaeaaaeaaaaas 60
H.R, 10900 e comiccaaaanan DU N DI (I PREPIITN PR, 244 | |eeofeaoaao 444 [ oo l]oo..o 744 |||l
10 21111 s OIS 17 23 29 35 41 52 63 73 84 95 112 129 145 162 176 199 223 47| 21 205
Gormany. _ i 3 P . 38 50 69 00| 140 200 | 277 | 372 | 497 | 658 | 854 (1,092 [1,372 [1, 693 (2,056 |2, 461
Groat Britain__ b2 PN SR P RN, 36 53 75 103 137 | 178 221 268 | 319 | 372 428 484
68 11 14 18 23 32 41 52 85 81 101 123 | 151 183 | 220
({30 PO 10 16 24 35 40 66 86| 108] 135| 165| 104 | 232 | 274 | 320 | 370 | 424 | 482 | 544 610
14 . 21 30 42 56 72 91 114 | 142 175 | 212 254 | 300 | 352 | 408 | 468 | 6534 | 603
[ PO, RPN 8 10 13 17 21 25 33 42 50 67 83| 100 {ocoooomocemmaa oo fammaae
7 7+ 8| 84+ 9 11 13 15 18 21 25 30 35 41 48 55 62 70 78 87 97
/i 1 PR IR SPUUN P 37 51 66 84| 105) 127§ 152} 179 208 | 240 | 273 | 309
[\ 3 DU DRI B, 50 b4 88 1 127 ) 168} 225} 2853 310} 38| 441 510} B5B3 | 663 | 747} 837
46 67 91 117§ 136 | 168 ( 202 | 241 283 | 320 379 433 | 491 555 | 623 | 697 | 777 | 861 951

I It is assumed for this schedule that all applications issue shortly after their filing
date; & current U.8, application is assumed to issue 3 years after filing,

Prepared by U.8. Department of Commerce, Patent Office (1062).

SHHA HOIAA0 INALVA

811



114 PATENT OFFICE FEES

TaBLE 36.— Technical subject matler handled by certain divisions in Palent Office
(see figs. 15 and 21)

Division 8, classes 5, 45, 182, 232, 297, 311, 312: Beds, chairs and seats, tables,
cabinet structures, and general furniture; fire escapes, ladders, and scaffolds;
deposit and collection receptacles,

Division 36, class 73: Processes and apparatus for making any kind of measure-
ment or test.

Division 37, classes 200, 219, 250: Devices for opening and closing electrical
circuits; devices which heat by electricity and devices for converting various
forms of energy into a form for transmission through air, earth, or water and
for transmitting such energy.

Division 42, classes 307, 340: Devices relating to electrical transmission and to
electrical communications.

Division 68, class 235: Electronic data-processing machines which involve
calculators.

Prepared by U.8. Department of Commerce, Patent Office (1962).

ArpEnDIX C

C-1. Statements made by members of the House and Senate Appropriations
Committees, both present and past, relating to Patent Office fees.

C-2. Bids on overflow patent applications (National Aeronautics and Space
Administration).

C-3. The examining process.

C-4. List of members of Committee on Patent Office Procedure (1924).

C-5. Tucrease in the incomes of lawyers (1932-54),

AppPENDIX C-1

STATEMENTS MADE BY MEMBERS OF THE HOUSE AND SENATE APPROPRIATIONS
CoMMITTEES, BoTH PRESENT AND PAsT, RELATING TO PATENT OFFicE FEES

{Chronologically listed with emphasis added]

1. Hearings, Department of Commerce appropriation hill for 1946, 79th Con-
gress, 2d session, House (February 6, 1945): Pursuing the matter of the charge
for copies of patents, Mr. Rabaut, chairman of the subcommittee, had this to say:

“* % % T think the whole situation should be looked over with the idea of
increasing the prices on items sold by the Patent Office.”

2. Hearings, Department of Commerce appropriation bill for 1947, 79th Con-
gress, 2d session, House (January 25-March 14, 1946): Mr. Rabaut, chairman of
the subcommittee, had this to say to Commissioner Ooms:

“* x * Jt would be timely for you to make a suggestion that the price of that
(patent copies) be increased, if it costs 18 cents there is no reason for the Government
to take a loss on it and the price should be increased to a price which would reflect
certainly, at least, cost on these documents.”

And later, Mr. Rabaut stated:

‘“‘Any place where money can be saved it should be saved, any place where legiti-
mate charges can be made they should be set up. Any place there is inadequate
attention being given to something or an adequate condition existing that can
be changed in the interest of efficiency in the Government, that should be done.”’

3. House Report No. 1817, 79th Congress, 2d session (March 26, 1946): The
report, by Mr. Cannon for the Committee on Appropriations, included the follow-
ing language:

““The committee is advised that if a proper schedule of prices were established,
there would be a growth of income (for patent copies) of $3 million or more
annually. Legislation would be necessary and the committee hopes that the
Committee on Patents will give the matter early and earnest consideration.”

4. House Report No. 1890, 79th Congress, 2d session (April 19, 1946), submitted
by Mr. Rabaut for the Committee on Appropriations:

“The committee believes that this agency should again be made self-sustaining by
increasing many of the fees connected with the processing of applications and the
sale of copies of patents. Recommendations for major changes in the present
fee system are now before the Patent Committee of the House.”



PATENT OFFICE FEES 115

5. Hearings, Department of Commerce appropriation bill for 1948, 80th
Congress, 1st session, House (March 12, 1947). Mr. Horan of the subcommittee
asked the following question:

“Is there any reason why the Patent Office should not always be self-sustain-
ing? * * ¥ Why will you not be out of the red this year?

“Mr. MurpaY (Acting Commissioner). I suppose the reason is that our fees are
not high enough.

“Mr. HoranN. We are constantly made conscious of the fact here on the Appro-
priations Committee that our economy has shifted and that a fee that was adequate
in 1936 is no longer adequate. I do not think that it is the fees charged by the
Patent Office that represents an obstruction to the average individual in America
in the matter of taking advantage of the facilities of the Office.

“Mr. MurpHY. I think that is true it is a small part of the total cost.

“Mr. Horan. That is right, so I [have] no objection to immediate consideration
of an adjustment of those fees, because certainly the Patent Office should be self-
sustaining.”’

6. Hearings, Department of Commerce appropriation bill for 1949, 80th Con-
gress, 2d session, House (January 21, 1948):

“Mr. CLEVENGER. I am interested now in seeing how nearly this Bureau is
sustained by fees. * * * I{ seems lo me thal this is one service that ought to nearly
pay ils own way and sufficient fees should be charged to carry on the operations of
the Office.”

7. Hearings, Department of Commerce appropriation bill for 1950, 81st Con-
gress, 1st session, House (March 7, 1949):

“Mr. CLEVENGER. Should higher fees be charged under present conditions?

‘‘Mr. FepERrico. The Appropriations Committee several years ago pursued this
subject of revising fees to put them more in line with cost of the operation * * *.”

8. Hearings, Department of Commerce Appropriations for 1952, 82d Congress,
1st session, Senate (March 21, 1951):

“Senator McCarranN. Why can’t the fees be brought up to meet the over-
head? * * * I still go back to the thought, and dwell on it, that it might be
brought up to that point without any danger to inventions * * * Do you not
think that by raising the fees you would accomplish another angle? You an-
swered Senator Ellender that you grant about 50 percent (of the patents filed)
* * * You find 50 percent are frivolous anyway, a haphazard proposition,
some fellow making a try at it. If he had to pay $50 to file and $60 for his
patent, maybe he wouldn’t be so anxious.

“Senator FERcuUson. I think this is the kind of service that should pay.

“Senator McCaRrraN. I tell you frankly why I am asking these questions. 1
would like to find a way to make this thing break even sometime or other.

“Senator FERGUsoN. Why should it not pay? We have a clerk’s office, where
if they want to file they pay a fee for getting it filed. That is the way to make
it support itself * * * We have been talking about this in the Judiciary Com-
mittee for years, and the chairman has urged this for years. There seems to be
always a resistance in the Patent Office on charging, on gelling your fees suflicient
to carry it * * * 1 just don’t think that we are on the right track on some of
these services.”

9. Hearings, Second Supplemental Appropriations bill, 1953, 83d Congress,
1st session, House (February 3, 1953):

“Mr. Murray (Commerce Under Secretary). As you probably know, there
is a study going on, which started some time ago in regard to this ‘user charge’
problem * * *  That study will get into such things as the Patent Office and all
phases of the ‘user’ situation, and certainly, as far as the Commerce Department
is concerned, we are waiting for that with a great deal of interest.

“Mr. CLEVENGER. I hope that your efforts prove successful in creating some
‘user’ charges, but this is not the first time that that has been gome inio, by any
means, not only in regard to the Patent Office but on many other facilities. I do
hope you are successful. The Government furnishes many services for which they never
receive adequale compensalion.”

10. Hearings, Department of Commerce Appropriations for 1955, 83d Congress,
2d session, House (January 11, 1954):

“Secretary WeEKs. Very roughly the Patent Office has taken in about half as
much as it has cost to run the Office. Under new service charges that we are
asking Congress to approve we will be asking about 75 percent of what the Patent
Office cost * * *. I still have not lost hope that we can get that operation on a
paying basis.
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“Mr. CLEVENGER. It always seems to me, and I think to most of the members of
the committee, that (the Patent Office) should be on a more self-sustaining basis * * *,
So we have been hoping, of course, that there would be an increase in revenue
toward carrying these costs.

“Mr. WiLriams (Under Secretary of Commerce). I think when we get to the
Patent Office * * * you will be rather pleased with the proposals there, because the
new legislation which is being suggested will step up fees; * * * I think it will be
possible to institute a schedule of fees which will go much further than now toward
making the Patent Office self-supporting * * *”

“Mr. CLEVENGER. When was the last change in rates made?

“Mr. Warson. In 1932.

“Mr. CLEVENGER. None since then?

“Mr. WaTsoN. No major changes.

“Mr. CLEVENGER. What percentage of the cost of the present budget are you
collecting in fees?

“Mr. Warson. I think last year it was 46 percent.

‘“Mr. CLEVENGER. Is there any particular reason why the man-on-the-street
who is not expecting to patent anything should be taxed for this service? Itisa
particular service to special beneficiaries, is it not? Is there any reason why the
general taxpayer should be forced to carry this and other governmental services
in which he has only a remote interest? Why should not the Patent Office get
on a self-sustaining basis? * * * They always argue with me that the average
man getting a patent is a poor man. We know the multitude of your patents are
corporation patents. Joe Doakes is a poor man too. When he buys the daily
paper, instead of paying 2 pennies it is 5 pennies and in some cities 7 pennies.
The Saturday Evening Post is 15 cents instead of 5 cents. Why should a man
expect to gel a patent al the same cost that it was 30 years back? The argument
does not hold water. The poor fellow in this country is John Q. Taxpayer * * *,
There is a lot more to this than meets the eye, and there are many Government
services the average taxpayer should not have to carry * * *. When we ask
for increases in Government spending we are just loading the ordinary citizen
with more and more and leaving him with less and less * * *,

“Mr. Bow. You say the lawyers feel these fees should not be increased, and I
have all the sympathy in the world with lawyers, having practiced law for 30
years. I wonder how much those lawyers’ fees have been increased in the past
30 vears?

““Mr. WaTson. * * * They did go up.”

10. Hearings, Department of Commerce Appropriations for 1955, 83d Congress,
2d session, Senate (April 5, 1954):

“Chairman Bripges. Were the fees increased last year?

“Mr. WarsoN. No; they were not.

“Chairman BripceEs. When were they last increased?

“Mr. WaTson. 1932.

“Chairman Bripges. Do you not think it is time we should be getting the
fiscal budget of the Government in shape and that the fiscal situation and the fee
situation should be reviewed?

“Mr. WaTsoN. Mr. Chairman, I think the time is ripe for an upward adjustment
of patent fees which would recognize the realities of the present situation.”

11. Hearings, Department of Commerce Appropriations for 1956, 84th Congress,
1st session, House (April 18, 1955):

“Mr. Tromas. Is there any good reason why these applicants should not pay
the cost of issuing these certificates? * * * They would be glad to pay for it.”

12. Hearings, Department of Commerce Appropriations for 1960, 86th Con-
gress, lst session, Senate (June 5, 1959):

““Senator HoLLanD (presiding). Your budget as submitted does not reflect any
(}i{ependence at all upon the passage of the new fee bill that is pending in the

ouse.”

13. Hearings, Department of Commerce appropriations for 1961, 86th Con-
gress, 2d session (January 13, 1960):

“Mr. RooNEY. Is the patent filing fee still $30?

“Mr. Warson. Yes, sir.

“Mr. PresTon. Whatever happened to the legislation that you have been dis-
cussing now for a number of years to increase the filing fee?
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“Mr. Haran. The point I am getting at, Mr. Chairman, I don’t know who
spearheads any action to get legislation to increase the fees unless it is the Appro-
priations Committee. Obviously, with costs going up it would seem to be a nor-
mal function of business management to urge an increase, proportionate and
reasonable increase, in the fees. Yet we have had favorable reports on legisla-
tion now pending and we have had no action.

“Mr. OecusLE. I think we have two problems in the Patent Office. One is
the matter of income and what it costs to get a patent. The last patent fee in-
crease was in 1932. Certainly the cost of everything has gone up. When you
try to increase something like a public service, it is the same situation in the post
office, you have a howl from certain segments of the economy that feel that the
Government should give this service free to their constituents and their people
within their country. On the other hand, the costs of operation of these depart-
ments have gone up and in the case of personnel, we are competing today with
private industry.

“Mr. CEDERBERG. ¥ * * jt seems to me if we establish a fee in any area of
Government, whether in the post office or wherever it might he, when we establish
that fee, the fee should keep pace with the increased costs of everything else in
our economy.”’

14. Hearings, Department of Commerce Appropriations for 1962, 87th Con-
gress, 1st session, House (May 4, 1961):

“Mr. ANpDrREWS. Has there been a bill introduced seeking to increase vour fees?

“Mr. Lappn. From time to time in the past, bills have been presented to the
Congress. Some of them have been reportedly favorably out of the committees,
not the Rules Committee, but the committees which heard the bills on the merits.

“Mr. ANDREwWs. Is there a bill pending now?

“Mr. Lapp. The bill is not pending now. It is being prepared to be forwarded
to the Congress.

“Mr. ANprEws. You state here that legislation will be presented which would
increase fees to recover approximately 75 percent of the operating costs.

“Mr. Lapp. That is correct, Mr. Chairman,

“Mr. ANpRrEWwS. I think, if the fees have not been raised since 1931, they should
be increased. 1 do not know of anything else that has not increased since 1931.

“Mr. Gary. I do not know how the cilizens of this couniry expect the Government
lo pay increased costs and nol increase their charges. Apparently there is very
little complaint when private business increases its charges to cover increases
costs, but the minute you suggest increased charges to take care of increased
costs in providing Government service, a howl goes up from all quarters. I
suppose it is just a part of the philosophy that is developing now that the Govern-
ment should take care of the people rather than the people take care of the
Government. I think it is a very dangerous philosophy, myself.

“Mr. Horan. I would like Mr. Ladd to comment on this matter in view of
the fact that, to my knowledge, we have recommended fee revisions in previous
reports from the commiltee on the Department of Commerce appropriation. Per-
haps comment on that might be well at this time.

“Mr. Lapp. I think there is a widespread opinion that a fee increase of at least
some magnitude is in order. The President’s budget for fiscal 1962 indicated
clearly that an increase in Patent Office fees is contemplated. It is my personal
feeling that the fees should be increased.

“Mr. ANprREws. The fees were established in 1931 and have not been increased
since that time?

“Mr. Lapp. Not since the 1930’s.

“Mr. Horan. Have you made any recommendation to the President or to
the appropriate committees of Congress regarding fee revisions?

“Mr. Lapp. The legislation is now being prepared and will soon be forwarded
to the Congress. The legislation is already drafted.”
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AppeNDIX C-2

Bips oN OVERFLOW PATENT APPLICATIONS (NATIONAL AERONAUTICS AND SPACE
ADMINISTRATION)

Attachment A

Price ranges of proposals
Item
A B C
Preparation of documents in the form of patent specifications and claims
describing (from an adequate disclosure assured by us) formal patent
drawings furnished by us:
1. For mechanical and general cases:
(a) For the 1st sheet of drawings. . __ .. __________________ 275 600 | 250 450 | 250 250
(6) For each additional sheet_____ . ___ ... 75 75| 50 150 | 150 150
2. For electrical and electronic cases:
(a) For the 1st sheet of Adrawings. - oo ccccooooomomaaaaas 300 650 | 350 600 | 250 250
(4) For each additional sheet.... ... . oo 100 100 | 100 200 { 150 150
3. For chemical or other no-drawing cases, subject to a mutually
acceptable statement in each instance of the maximum number
of pages desired in a given case:
a) For the 1st 12 pages of specification ... ___.____.______ 300 650 | 350 650 | 250 250
() For each additional 4 PAgeS. -« rocccamaccccccmacanamas 100 100 | 50 150 { 100 100

NOTE,—Separate cost of drawing preparation, $35 per sheet,

ArrENDIX C-3
TuE ExaMINING PROCESS

The following is an explanation of the movement of a patent application
through the Patent Office. (No account is taken of interferences, examination
of design applications, reissue applications and trademarks in this explanation.)

Figure 7 is a flow diagram of the patent examining process, particularly with
reference to those steps in the process at which various fees are collected and the
impact of the provisions of H.R. 10966. The heavy lined boxes in the flow
diagram indicate passage of an application through the examining process from
the time it is filed until it is finally rejected and abandoned or appealed, or, alter-
natively, it is allowed and passed to issue. The dotted boxes and lines indicate
optional petitions and other procedural undertakings that may occur during the
prosecution of a patent application.

The typical application that arrives at the Patent Office includes one or more
sheets of drawings, a specification, consisting of an introduction and a detailed
description of the invention, and a series of claims setting forth the specific inven-
tion for which protection is sought. The filing fee and an oath by the applicant
stating that he believes himself to be the inventor and that there are no prohjbi-
tions to his applying for or obtaining a patent, must accompany the application.
Once these papers are received by the Office, the application is docketed and given
a serial number and filing date, which number and date thereafter identify it
during its pendency in the Office.

The application then passes through a classification operation which results in
its assignment to the appropriate examining division where the examining process
begins. Once the application reaches the examining division, the application is
docketed and assigned to one of the examiners who, ordinarily, takes the applica-
tion up in chronological order (first in, first out).

During the examination process, a series of ‘‘Office actions” by the examiner
and responses or ‘“amendments’’ by the applicant are exchanged. When the
examiner first takes an application up to act on it, he studies the nature of the
invention, and the scope of the claims. Thereafter he conducts a search of the
prior art which includes U.S. and foreign patent and literature to find out what
has gone before. With the best available prior art at hand, the examiner evaluates
the claimed subject matter and in an Office action addressed to the applicant, he
analyzes the references he thinks are pertinent to the claims submitted. He
points out why certain ones of the claims are not patentable over the cited art.
and also, perhaps, may allow some of the claims or indicate that some are allow-
able if certain changes are made.
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Once the applicant receives this first Office action, he normally has 6 months
in which to respond by way of an argument with or without amendment. His
response normally will be one in which he makes certain changes in the claim
language and/or argues the inappropriateness of the cited art. Thereafter, the
examiner again takes up the application, reviews the arguments of applicant’s
attorney, and responds. In some cases the examiner will reapply the references
he originally cited, and in other cases he may conduct an additional search to
find new references which are more pertinent to the claims as amended.

When the applicant receives the second Office action, he again responds (ordi-
narily within 6 months), perhaps conceding the propriety of some part of the
rejection and contraverting other parts. A number of these exchanges between
the examiner and the applicant normally occur until an issue is reached, at which
time the application is finally rejected or all of the claims remaining in the case
are allowed. In the latter case, a notice of allowance is sent to indicate that the
patent application is ready for issue. The number of these exchanges averages
between three and four per application.

If all, or certain ones of the claims are finally rejected by the examiner, the
applicant has 6 months in which to file a notice of appeal to the Board of Appeals
if he wants 1o contest, in which case the Board will review the final rejection of
the examiner to determine whether it was proper. While the Board’s function is
judicial in nature, it is quasi-judicial in fact because its appellate function is within
the Patent Office. It is not an independent judicial entity.

Unless a notice of appeal is filed within 6 months, the application is abandoned.
This is indicated on the flow diagram. This is the end of the matter unless,
within a reasonable time, the applicant petitions to revive the application, but
he must show that the delay was unavoidable and why the Commissioner should
exercise his discretion to permit a revival. A prescribed fee must accompany the
petition to revive.

If, instead of permitting the application to become abandoned, applicant files
a notice of appeal, the appeal fee must be submitted. Within 60 days, the appli-
cant must file his brief which is {ollowed by an examiner’s answer. The appeal
may be decided on the briefs or, in addition, an oral hearing may be requested.

After the decision of the Board of Appeals is known and the applicant is still
dissatisfied, he may either appeal to the Court of Customs and Patent Appeals
or institute an original action in the U.S. District Court for the District of
Columbia to seek an order requiring the Commissioner of Patents to issue a patent
to him.

If the application, instead of being finally rejected, is allowed, it is passed to
issue. Within a short time thereafter a notice of allowance is mailed to the
applicant, after which the applicant has 6 months within which to pay the final
fee. After this fee is paid the application is prepared for printing and will issue
in 30 to 60 days unless a request for deferment up to 90 days after the date the
final fee was paid, is made.

In the event the final fee is not paid within the 6-month period but a year has
not elapsed from the date the fee was originally due, the applicant may petition
for leave to make late payment of the final fee. If the reason for failing to make
timely payment is adequate, the petition will be granted by the Commissioner.
A fee must accompany such a petition.

Once the patent issues, its 17-year life begins. During the life of the patent,
the owner may, if it appears necessary or desirable, file a disclaimer of certain
claims, for which a fee is required. He also can petition for correction of a mistake
of a clerical nature. If it was the fault of the Office, there is no charge, but if it
was the patentee’s fault, then a fee is required. An assignment may be recorded
at any time during pendency of the application or after the patent issues.

Though the foregoing explanation is applicable to our present practice, it can
be seen on the flow diagram of figure 7 that the points at which maintenance fees
would fall due are indicated. Most of the fees proposed by H.R. 10966 are also
identified at their point of application.

ApPENDIX C-4
PERSONNEL oF COMMITTEE ON PATENT OFFICE PROCEDURE

Mr. Jo. Baily Brown, of Pittsburgh, Pa., one of the patent advisers representing
the United States at the Paris Peace Conference; nominated by the Pittsburgh
Patent Law Association.
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Mr. A. J. Brosseau, of New York City, a prominent automobile manufacturer;
nominated by the Chamber of Commerce of the United States.

Mr. Wallace Clark, counsulting engineer of New York, N.Y.; nominated by
the American Society of Mechanical Engineers.

Hon. Thomas Ewing, of New York City, formerly Commissioner of Patents;
nominated by the New York Patent Law Association.

Col. Harry Frease, of Canton, Ohio, formerly president of the Cleveland Patent
Law Association; nominated by that association.

Mr. Henry M. Huxley, of Chicago, Ill., secretary of the Chicago Patent Law
Association; nomjnated by that association.

Mr. W. H. Leffingwell, consulting engineer of New York, N.Y.; nominated by
the American Society of Mechanical Engineers.

Mr. Eugene G. Mason, of Washington, D.C., formerly secretary of the patent
section of the American Bar Association; nominated by the Honorable Charles
E. Hughes, president of that association.

Mr. Henry N. Paul, of Philadelphia, Pa., patent attorney; nominated by the
Philadelphia Patent Law Association.

Mr. George A. Prevost, of Washington, D.C., vice president of the American
Patent Law Association; nominated by that association.

Mr. Edwin J. Prindle, of New York City, formerly secretary of the Patent
Committee of the National Research Council; nominated by the National Asso-
ciation of Manufacturers.

Mr. Milton Tibbetts, of Detroit, Mich., assistant secretary of the Packard
Motor Car Co., and formerly president of the Michigan Patent Law Association;
nominated by that association.

Mr. L. W. Wallace, of Washington, D.C., executive secretary of the American
Engineering Council; nominated by the council.

ArpENDIX C-5
INCREASE IN THE INCOMEs oF Lawygrs (1932-54)

In 1932, the year of the last significant increase in patent fees, the per capita
income of lawyers in the United States as a whole was $4,156.! In 1954 the
average net income of lawyers in the United States was $10,220.2 It is reasonable
to assume that this average net income would be still higher in 1962.8 Nonethe-
less, the average net income of lawyers in 1954 was almost 2% times that of lawyers
in 1932. And it can reasonably be assumed that patent lawyers, who are in the
main urban-centered, have at least kept apace this nationwide trend.*

(Following Commissioner Ladd’s statement the Commissioner sub-
mitted the following:)

TU.S. DerarRTMENT 0F COMMERCE,
PatEnT OFFICE,
Washington, May 21, 1962.
Hon. Epwin E. WiLLis,
Chairman, Subcommiltee on Palents, Trademarks, and Copyrights of the Commiliee
on the Judictary, House of Representaiives, Washington, D.C

DEar MRr. CHAIRMAN: While reviewing my remarks in the transcript of the
hearing on H.R. 10966, I considered also the alternative recommendations and
comments which were made by other witnesses.

In the preparation of the proposal which was introduced as H.R. 10966, we in
the Patent Office considered extensively all previous proposals made to increase
the income of the Office as well as all others which seemed to offer any possibility

14The Economics of the Legal Profession,” published in June 1938 by the Special Committee on the
Economic Condition of the Bar, American Bar Association,

3 “Income of Lawyers in the Postwar Period,” Survey of Current Business, U.S. Department of Com-
merce, December 1956. N

3 Current data on the average net income of lawyers in the United States as a whole are unavailable.
But various States have conducted 1961 surveys of the average annual income of their lawyers. The Eco-
nomics of the Bar Survey of the State Bar of New Mexico, for example, reveals that the average income of
New l\ﬁlelxico lawyers was $13,942 in 1961, almost 334 times the 1932 income of lawyers in the United States
as a8 whole.

4 Burveys show that the incomes of lawyers generally vary directly with the populations of the cities in
which they practice. See, for example, ““The Economics of the Legal Profession,” cited in footnote 1,
supra, and ‘‘Minimum Fee Schedules: Are They Worthwhile?,”” 40 Iowa Law Review 642 (1955). Pat-
ent lawyers, because of the nature of their specialty, usually practice in or near the largest cities.
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of help. Our aim was to accomplish the desired increase consistent with good
practice before the Patent Office and, at the same time, to avoid or at least
minimize the deterrent effect an increase in fees might have on an inventor in
applying for a patent.

With these considerations in mind, I have undertaken to examine the recom-
mendations made by others to your subcommittee. If you believe it will be help-
ful, this letter could be included in the record of the hearing to assist the committee.

The alternative recommendations made to your subcommittee suggested a fee
structure differing in a number of ways from that envisioned by H.R. 10966. The
principal changes recommended were that—

(1) The filing fee, which is presently $30, be increased to $100;

(2) The issue fee, which is presently $30, be increased to $300, payable in
two or three installments after the patent issues, or at least as a condition
precedent to bringing suit or otherwise enforcing the patent;

(3) The appeal fee, which is presently $25, be raised to $50;

(4) The assignment recording fee, which is presently $3 or $4 on the
average, be raised to $5;

(5) The trademark opposition or cancellation fee, which is presently $25,
be raised to $75;

(6) The maintenance fees be eliminated altogether.

A comparison of the income that might reasonably be expected from these
recommendations with the income anticipated under H.R. 10966 and that received
under the present fee structure is set forth in the table below.

TABLE

Type of fee Present H.R. 10966 | Recommendations

$2, 440, 000 $5,312,000 | $8,300,000 (3100
46, 000

46, 000 3
1, 510, 000 3, 744,000 1156,000 (300}
- 10,000 §oooomooae 10, 000
Appeal . i . 250, 000 500, 000 500, 000 (50)
Assignments. ... .o._..______.._. 5 1, 864, 000 466, 000 (5)
TM opposition or cancellation________.____ . 30, 000 30, 000 90, 000 (75)
Maintenance fees_ . _...._.o__o_o__..o__._ - None 5, 750, 000 None
All other 3, 210, 000 3, 784, 000 3,784, 000
Total 7, 700, 000 20, 884,000 | 13,352, 000

1 Payable as condition precedent to bringing suit, ete. (approximately 1 percent of patents are ever in-
volved in litigation).

Note.—This table based on tables 1 and 11 in appendix B of the Statement of David L. Ladd, Com-
missioner of Patents, April 19, 1962.

As indicated in the table, the $100 filing fee at our present rate of receipts of patent applications would
b&gg in $8,300,000 a year, an increase of roughly $3,000,000 over the flling fee income anticipated under H.R.,
1 .

The issue fee of $300 would bring in some undetermined amount above $156,000.
This amount is indeterminate because—as I understand the recommendation—the
fee would not have to be paid until the patent owner sought to enforce the patent
or otherwise assert it. At that time, as a condition precedent, he would have to
pay the 8300 fee. In other words, the patent would not lapse on the failure to pay
any of the installments but would merely be unenforceable until the fee was paid.

Since there would be no disability if final fee payments were deferred, it is not
unreasonable to expect that the fees would be paid principally on those patents
involved in infringement actions, although some patentees might pay the full fee
before that time. Only approximately 1 percent of the patents issued in any year
are ever involved in infringement actions and, if we assume that these are the only
patents for which the fees would be paid, we get the $156,000 figure. This figure
ilsogogne 8314 million short of the income anticipated from the issue fee of H.R.

66.

The argument is made that this final fee would be paid initially by many of the
companies having large numbers of patents in their portfolios because it would
be less trouble than setting up an accounting system tc keep track of the part
payments or nonpayment. While we cannot be sure how all companies would
react, those companies having relatively large holdings would find it to their
decided advantage, from an economic standpoint, to defer making payments.
For example, in 1960, the General Electric Co. had approximately 895 patents
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assigned to it during the course of the year and the Radio Corp. of America had 333
assigned to it. It would cost these companies $270,000 and $100,000, respec-
tively, to pay all $300 final fees for the year in question. If we assume that the
percentage of GE and RCA patents involved in court actions is roughly the same
1 percent as for all patents, then the final fee costs for those patents they would
want to enforce would only have to be $2,700 and $990, respectively. These
companies are singled out only to exemplify the substantial savings inherent in
not paying the final fees until the patents become valuable. Furthermore, these
companies would not incur large bookkeeping expenses to keep track of the status
of their fees because they already do it in most cases for foreign patents, prac-
tically all of which require maintenance fees. It is likely that they could merely
extend their systems to their U.S. patent holdings. The cost would be nominal.

The general suggestion of a high final fee payable in a few installments is not
entirely new. The Patent Fee Committee of the American Patent Law Associa-
tion at its meeting in January 1962 passed a resolution opposing the mintenance
fee provisions of H.R. 7731.  In their place, the APLA committee recommended
a 3200 or $300 final fee payable in two or three annual installments. However,
this proposal differed from that recommended to your subcommittee during the
hearing, because, if any of the fee installments were not paid at the time due, it
was felt that the patent should either lapse or, if late payment were permitted,
penalties and interest should be collected. Though the APLA committee called
its charge a final fee, it is difficult to see the difference between that type of fee
and the maintenance fee proposed in H.R. 10966. The major difference appears
to be whether all patentees must pay all of the amount within 3 years after their
patents issue or whether they can pay it in installments at the end of the 5th,
9th, and 13th years—after they have had time to assess the potential value of their
patented inventions. Then, too, H.R. 10966 will allow the inventor-owner who
has not been able to realize on his patent to defer the first two payments.

The straight appeal fee of $50 that was recommended would bring in the same
revenue as the appeal fee proposed in H.R. 10966.

As to recording assignments, the recommendation was made that the $3 or
$4 average recordation fee of the present fee structure be increased to $5, instead
of $20 as proposed by H.R. 10966. As the table shows, this would reduce the
amount of anticipated revenue from $1,864,000 to $466,000.

It was also recommended that the trademark opposition or cancellation fee be
increased from the present $25 to $75. This would bring in an additional $55,000
a year (there are approximately 1,100 such proceedings each year). H.R. 10966
did not include any change in this fee.

Finally, the recommendation was made that the maintenance fees be eliminated,
which would reduce the expected income under H.R. 10966 by some $5,750,000.

The changes recommended to your subcommittee along with the remaining
fees proposed by H.R. 10966 would bring in approximately $13 million compared
to the nearly $21 million believed to be recoverable ultimately under H.R. 10966.
This comparison assumes that the much higher filing fee—for big and small
applications alike—will not have a deterrent effect on the number of applications
filed. It is also relevant to note that these recommendations would eliminate
all features of H.R. 10966 which have been incorporated to rationalize the practice
before the Patent Office.

Aside from the recommendations of alternative ways to obtain needed revenue,
criticisms or objections were leveled against various provisions of H.R. 10966 by
some of the witnesses. The more significant ones may be paraphrased as follows:

1. The charges for excessive claims will discourage full disclosure in claims
and be expensive to administer;

2. The appeal fee is unfair and will be administratively expensive;

3. The assignment fee of $20 is excessive because it bears no relation to the
cost of the service;

4. The cost of administering the overall fee structure will also be high
due to the issue fee and maintenance fee proposals; and,

5. H.R. 10966 will weaken the incentives of the patent system, generally.

I would like to comment on these criticisms.

Criticism 1

It was suggested that the charges for claims may tend to encourage inadequate
disclosures. Judging from the approval of the claim-charge principle by the
Patent Section of the American Bar Association and by many thoughtful patent
lawyers, we believe the encouragement of fewer numbers of claims by economic
incentives is sound. It will encourage applicants to consider the scope of their
inventions thoroughly, so that they will be able to define the technological areas
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they believe to be theirs. But there is no reason to expect that this will cause
them to submit incomplete specification disclosures. On the contrary, it is much
easier to describe an invention that is firmly in mind and has been claimed
concisely.

We have given a great deal of thought to the problem of how to handle the
claim charges administratively. There are a number of ways that it can be
done simply and economically. The method that has been in use in connection
with the present charge for claims in excess of 20 can be adopted if desired.
Under it, whenever an application is received which has more than 20 clajms
but does not include the payment for all or some of the excess claims ($1 per
claim over 20), we cancel the claims not paid for starting with the last one pre-
sented. The application is examined as to those for which payment was received.
The canceled claims may be added by amendment if the applicant wishes to do
so. Applying this procedure to H.R. 10966, if, for example, no payment for
excess claims accompanies an application (or an amendment if the application
has already been filed), we would cancel the claims not paid for and examine
only those not requiring an excess charge. The applicant could subsequently
add the canceled claims and pay for them if he wants to do so. A number of
other plans are under consideration, most of which are no more difficult to put
into practice.

Independent of the way in which we handle the matter, any slight increase
in administrative costs in assessing and collecting the claim fees has to be balanced
against the substantial savings in examiners’ time that will be gained by having
fewer total claims and independent claims in an application. Our studies make
it clear that these substantial savings will be realized provided applicants are
in good faith in structuring their claims. If attempts are made to put inde-
pendent claims in dependent form, it may become necessary to establish ground
rules under the administrative authority of the Commissioner.

Criticism 2

The structure of the appeal fee in H.R. 10966 was criticized on the theory
that an applicant should not be penalized if an oral hearing is requested. Our
fee structure is not designed to penalize an appellant if he requests an oral hear-
ing but to require him, if he feels it is needed, to pay a reasonable portion of the
cost therefor. In our view, it is more unreasonable to put part of the cost on
parties who do not want oral hearings. The only penalty aspect of the fee is
to encourage appellants to treat the Board of Appeals and the Patent Office as
they would any judicial body: if they do not intend to appear for an oral hearing,
they should notify the Board. The appeal fee is also structured to encourage
early withdrawal of appeals. Though there may be some additional costs in-
volved in administering the proposed fee, we believe it is worth the price in
view of the better practice it will encourage before the Board of Appeals.
Criticism 3

The assignment fee proposed by H.R. 10966 is criticized as excessive on the
basis that its amount bears no close relationship to the cost of the service. This
much was conceded in my statement on H.R. 10966. This fee is one way in
which part of the support of our operations is placed on owners having patents
of demonstrated value. If the fee is reduced here, it only means that additional
wmoney must be obtained elsewhere, more particularly, by higher issue, filing or
maintenance fees.

Criticism 4

Aside from the allegation of high administrative costs mentioned in connection
with criticisms 1 to 3 above, general broadside objections were made, particularly
to the arrangement of the issue and maintenance fees. These charges will not
bear careful scrutiny. They seem to flow more from substantative opposition
to some of the fees recommended by H.R. 10966 than from a careful analysis of
the procedures required to incorporate the fees into the Patent Office operation.

In one case, the issue fee arrangement under H.R. 10966 (310 per printed page
of specification and $2 for each sheet of drawing payable after the patent issues)
was criticized as costly to administer. The fact is that the cost of handling the
proposed issue fee is no more expensive than the cost of handling final fees under
current practice.

Let me emphasize that the concern for administrative costs is a proper one,
one to which we have devoted considerable thought. To assist the committee
in evaluating the problem, I have had the attached statement prepared which
outlines the major problems and which estimates the additional costs which may
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reasonably be expected in handling the new procedures. The attached state-
ment deals with the increased administrative costs generally, although we are
also preparing a statement for the record, at the request of Congressman Mathias,
of the estimated cost involved in notifying individual patent owners prior to the
due date of their maintenance fees.

The attached statement indicates that the additional cost to the Office of put-
ting into effect the various provisions of H.R. 10966 is less than $100,000 (0.61
percent of the additional revenue). In terms of the substantial improvement in
practice before the Office, not to mention the increased revenue, we even believe
we will offset a substantial part of this increased cost. In our view, an increased
administrative cost of about one-half of 1 percent of the expected additional
revenue is not so substantial as to justify abandonment of the guiding principles
of H.R. 10966.

The fear that high administrative costs might offset much of the actual revenues
obtained from the maintenance fee proposals was also based, in part, on uncer-
tainty as to whether we can rely on European experience in estimating the reve-
nues to be ex}gected. This, too, is a reasonable question. I agree that the
experience of Kuropean countries with maintenance fees, upon which we have
based our revenue estimates, is not conclusive when it comes to anticipating what
our experiences will be. On the other hand, when it is recalled that 15 to 20
percent of the applications filed in the major European countries that have
renewal fees are filed by U.S. nationals, I do not believe it is unreasonable to as-
sume that these applicants will follow practices under a maintenance fee system in
the United States which are similar to the ones they now follow in the various
European countries.

Criticism &

The final broad criticism made against H.R. 10966 is that it will weaken the
incentives of the patent system. This criticism is argued on two levels—the
first being that any increase in fees will be harmful, and the second being that
only certain of the fees in H.R. 10966 will have this effect.

I discussed the question of how much of our operating costs should be recovered
at length in my statement. I concluded that we should recover approximately
75 percent of these costs. If the judgment of this subcommittee and the Congress
is that at least something more than the present 30-percent recovery should be
obtained, it will present the problem of allocating the burden between various
functions in the Office. In making this allocation the basic considerations should
be: will it promote improved practice before the Office, and will it minimize the
deterrent effect on the filing of applications.

Most of us agree that some increase in fees is both desirable and necessary, even
though it is conceivable that it might deter filing in a few cases.

Turning to those specific criticisms of the fees proposed by H.R. 10966, let me
comment on our view as to where the incidence of the increased fees should be to
preserve the incentives of the system with as little dislocation as possible. Higher
filing and final fees will have some deterrent effect on the use of the patent system.
Therefore, we decided that it is betfer to keep the filing fees low—consistent with
good practice before the Office, to raise the issue fee to a point where it bears
some relationship to the complexity and length of the application, and to collect
the remainder of the money from maintenance and assignment fees, which are
related to the commercial value of the invention. The recommendations made
to your subcommittee during the hearing seek to obtain additional income by a
large, across-the-board filing fee and a substantial final fee that is unrelated to the
commercial success of the invention—means which, to us, are greater deterrents
to the use of the patent system.

Naturally, it is up to your subcommittee and the Congress to determine how
much income the Patent Office should receive from its operations. Once this
has been decided, it i3 necessary to determine whether it is better to obtain the
money by the fee structure of H.R. 10966—which will not only bring in the revenue
but, at the same time, provide economic incentives to better practice before the
Office, or by substantially raising the filing and issue fees. We urge you to keep
the fees for the small inventor and applicant at reasonable levels and to place the
heavier burden on those applicants having excessively long applications and un-
necessarily complex claim structures, and, by the maintenance and assignment
fees, on those patentees who have been successful in exploiting their inventions.

Sincerely yours,
Davip L. Lapp, Commissioner.
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EsTIMATE OF ADDITIONAL ADMINISTRATIVE CosTs RELATING To CHANGES IN
FEE STrRUCTURE Prorosep BY H.R. 10966

Consideration has been given to the probable extent to which the provisions
of H.R. 10966 would cause an increase in administrative costs in the Patent
Office. Two categories of possible effect need to be considered: (1) the effect
upon the fiscal accountability task relating to a change in volume and character
of fee transactions, and (2) the effect upon program services relating to the pro-
cessing of applications, patents, and other items for which a change in treatment
or procedure would be necessary.

(¢))

Apart from exercising accountability control on redemption of over 5 million
Patent Office coupons per year, under either the present fee structure or the
structure of H.R. 10966, the Finance Branch processes approximately 625,000
fee transactions and 9,000 refunds per year under the present fee structure.
Assuming the fee structure of H.R. 10966 to be fully effective, it is estimated that
there would be about 820,000 fee transactions and 16,000 refunds per year, in-
creases of about 30 percent in fee transactions and 80 percent in refunds. For
this change in the fiscal accountability task, it is estimated that additional costs
in the Finance Branch of the Budget and Finance Division would amount to
about $15,000 per year.

@)

The principal change in treatment or procedure in the program service areas
of the Office would concern the newly proposed maintenance fees. Here the
Patent Office would be required to maintain individual patent status records
to keep track of payments and fee deferment affidavits, and to provide a means
of giving public notice as to patent termination due to nonpayment of fees. By
extending the use of machine records systems now employed by the Patent Office,
the basic records can be created and maintained at an approximate annual cost
of $10,000. By further extending the application of this system, adequate notice
by publication can be accomplished for an estimated $17, 000 per year.
additional estimate of $8,000 per year would appear to be’ adequate for other
contingencies relating to operations affected by maintenance fees, making a total
estimate of $35,000 per year as the net additional administrative costs associate
with the maintenance fee provisions of H.R. 10966.

OTHER

Other less significant changes in treatment or procedure in the program service
areas of the Office include the following:

1. In addition to a determination concerning the total number of claims in
patent applications as filed, required under the present fee structure, a determina-
tion would need to be made concerning the number of such claims which are in
independent form, to ascertain the admissibility of claims in relation to the amount
of filing fee payment.

2. Each amendment which changes the claim structure of a patent application
would need to be considered, along with the application and any prior amend-
ments, for a determination as to the admissibility of claims in relation to the
amount of fee payment.

3. Instead of a determination concerning the number of claims in each allowed
patent application, as is required under the present fee structure, a determination
would need to be made concerning the number of pages of specifications as
printed and the number of sheets of drawing, for each patent issued, to ascertain
that requirements concerning the issue fee have been met. It can be noted that,
under the present fee structure, over 20,000 allowed application files (roughly 5
months of allowances) are on hand at any given time awaiting payment of final
fees. Under H.R. 10966, there probably would be about half this number of
patented files (maximum would be 3 months of patent issuances) on hand at
any given time awaiting payment of the issue fees. Associating the payment
of issue fees with the pertinent cases would involve procedures similar to those
which are now necessary to associate the payment of final fees with the portinent
cases.

4. Upon termination of each patent appeal proceeding, a determination will
need to be made concerning the portion, if any, of the appeal fee to be refunded.

5. Instead of a determination concerning both the number of pages and the
number of “items” involved in one assignment ‘“writing,” as is required under

84863—~62———9
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the present fee structure for both patents and trademarks, a determination
concerning only the number of “items’’ would be needed under H.R. 10966.

Considering that some increases and some decreases of administrative effort
‘would evolve, the collective net effect of these other changes on the operational
effort in the program service areas would appear to be amply covered by an
estimate of $35,000 in additional annual cost.

In all, therefore, it is estimated that the total change in annual administrative
costs relating to changes in fee structure proposed by H.R. 10966 would amount
to an increase of approximately $85,000, equivalent to substantially less than 1
percent of the additional income to be realized.

Particularly with respect to the use of dependent claims and the use of short
and concise statements in specifications, H.R. 10966 is intended to provide
economic incentives to exert beneficial effect upon the substantive prosecution
and examination of patent applications in the Patent Office. As a matter of
judgment, it can be suggested that the value of these beneficial effects may far
exceed the additional administrative costs which are estimated to be involved
in administering the provisions of H.R. 10966.

Mr. LiBonari. [s there a representative ol the Department of
Justice here?

A Voice. 1 am here, but I think we are submitting written state-
ments on these bills.

Mr. LasoxaTi. Have you submitted a statement?

The Voick. I don’t know whether they have been sent to you yet,
but [ think you will receive statements.

Mr. Lixpsay. Is the Department of Justice in support of this bill
or in opposition?

The Voick. In the bill on fees?

Mr. Linpsay. The first bill we were discussing this morning.

The Voics. Well, T would rather not speak until you get our com-
ments; but I would say we are in support of the principle but not the
method of approach or the sanctions imposed by the first bill.

We believe agreements should be filed, but we don’t believe there
is sufflcient incentive to have them filed.

Mr. Lixpsay. You spell out your reasons in the statement?

The Voice. The statement, I am sure, will spell out the reasons.

Mr. LisonaTi. H.R. 110157

The Voice. Yes.

Mzr. LiBonari. You have no position relative to this H.R. 10966,
have you?

The Voice. I think you will have to wait for the statement. I do
not know what our position on that will be.

Mzr. LiBonaTtr. All right, we will proceed.

Mr. Maruias. Before Mr., Ladd leaves, 1 have just one more
question.

The burden that might be put upon a patentee by the fact that he
gets no notice as time goes on, of the fact that his maintenance fees
will become due—that is the question.

Mr. Lapp. There was a notice provision in HR. 7731. We do
not think it is necessary. People know when patents issue. We can
Srint on the patent, as it issues, the date when the renewal fees will be

ue.

However, if it were insisted upon, we could reinsert the notice
provision; but I do not think it is necessary, and I would not recom-
mend it.

Mr. Marrias. Would it be a very costly thing for the Patent
Office to do?
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Mr. Lapp. I think, rather than trying to characterize as very
costly and not very costly, it would be best if we made an estimate and
showed you the basis for the estimate, and put it into the record.

Mr. Mataias. Would you do so?

Mr. Lapp. Yes.

(Information requested follows:)

These estimates of the cost of notifying patent owners before the maintenance
fees of H.R. 10966 become due are based on the following assumptions:

1. Fifty thousand patents are issued each year on which the issue fees are paid.

2. The number of patents for which maintenance fees will become due when
the maintenance fee provisions of H.R. 10966 are fully in effect is 88,000 per year,
based on 100 percent of the patents in the 5th year (50,000), 50 percent of the
patents in the 9th year (25,000), and 25 percent of the patents in the 13th year
(12,500) being in force.

The maintenance fee provisions of H.R. 10966 will require the Patent Office
to provide notice of the maintenance fees and their due dates as part of the patent,
and to maintain individual patent status records to keep track of payments and
fee deferment affidavits. These status records will be used to notify the publie
that specified patents have lapsed because the maintenance fees have not been
paid nor an affidavit filed. By extending the machine records system now em-
ployed by the Patent Office for other purposes, these patent status records can
be created and maintained for approximately $10,000 per year.

Further extension of our machine records system can generate and address
separate notices to each patent owner that a maintenance fee is coming due. If
the address of the patentee of record at the time the patent issued is used, the
estimated additional cost is $15,000 per year.

A really effective system of notification, however, would require the Patent
Office to maintain a record of ownership and address changes for all patents in
force. Assuming the owners cooperated fully in notifying the Office of changes
of ownership and address over a period of years so that the system could work
perfectly, it is estimated that it will add another $20,000 to the $15,000 figure.
It is appropriate to note that this procedure would require patent owners to meet
their responsibilities of ownership or addresses change.

As an alternative to the expensive and possibly ineffectual system of individual
notices sketched above, the Patent Office could identify in the weekly Official
Gazette, the patents for which maintenance fees are coming due. Patents for
which maintenance fees are past due though within the grace period of 6 months
could also be identified. This double notice would appear to offer ample protec-
tion to the patent owner interested in further maintaining his patent and it can
be accomplished for an estimated cost of $17,000 per yvear as compared to the
$35,000 cost of individual notices.

Mr. Ligovari. I want to thank you for appearing before us. I
want to congratulate you on your assistance and ysur presentation.

Mr. Lapp. Thank you, Mr. Chairman. It is a pleasure and great
honor to appear here. Thank you.

(The executive communication requesting congressional action on
H.R. 10966 and the letter from the Director of the Bureau of the
Budget to Subcommittee Chairman Willis are as follows:)

THE SECRETARY OF COMMERCE,
Washington, D.C., March 22, 1962.
Hon. JoAaN W. McCoRMACK,
Speaker of the House of REepresentalives,
Washington, D.C.

Dear Mg. Speaker: There are enclosed four copies of draft legislation that
revises H.R. 7731. The earlier bill was designed to increase fees collected by the
U.S. Patent Office of the Department of Commerce in the consideration and issu-
ance of patents and registrations of trademarks and the performance of related
activities. There are also enclosed copies of a section-by-section analysis and
explanation of the revised legislation. The fees which would be modified by the
revised proposal are presently established by statute and, therefore, congressional
action is necessary to effect changes. The new fees and statutory changes which
are proposed also require congressional action.
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As was noted in my letter of transmittal, dated June 13, 1961, accompanying
H.R. 7731, the last major change in patent fees was in 1932 when the application
and issuance fees were raised to $30 each. Immediately after the 1932 revision
of fees the Patent Office was collecting in fees a sum exceeding 90 percent of the
cost of operating the Patent Office. Although since that time the costs of oper-
ation of the Patent Office have risen considerably, no major adjustment of fees
has been made to effect the same recovery of costs. In each of the 4 years,
1958-61, the Patent Office recovered in fees approximately one-third of its cost
of operation. For fiscal year 1962 the estimated receipts on the basis of current
fees would amount to approximately 32 percent of the proposed budget for that
year. The fees presented in the proposed bill have been calculated so that if
they were in full operation, the cost recovery would be approximately 75 percent.
However, it should be noted that certain of the new fees proposed, namely the
maintenance fees payable after a patent has issued and the trademark affidavit
fce payable after the registration has issued, would not be effective immediately
to bring in receipts since they apply only to patents and trademark registrations
issued after the effective date of the proposed legislation, if enacted.

The principal purpose in submitting this revised form of H.R. 7731 is to design
the fee structure for patent and trademark activities so that not only are approx-
imately 75 percent of operating costs recovered, but the fees charged for filing
an application and for issuing a patent bear a more reasonable relation to the
cost of examining a specific application and issuing a particular patent. In the
past, patent fees have distinguished only incidentally, if at all, between short
and clear disclosures, and long and obscure ones. This revised legislation pro-
poses to encourage clarity, brevity and improved form by fee differentials.
¥ The Department urges early congressional action to enable the Government to
effect greater recovery of costs from special beneficiaries of this Government
program as well as to encourage better practice before the Patent Office by
applicants. Such action would be in furtherance of the administration’s policy
of charging special beneficiaries of Government programs for the costs of oper-
ation attributable to special beneficiaries.

The Bureau of the Budget advises that the draft bill would be consistent with
the administration’s objectives.

Sincerely yours,
Epwarp GUDEMAN,
Acting Secretary of Commerce.

Executive OFFICE OF THE PRESIDENT,
BureaUu or THE BUDpGET,
Washinglon, D.C., April 18, 1962.
Hon. Epwin E. WiLLis,
Chairman, Subcommitiee on Palents, Trademarks, and Copyrights of the Commitice
on the Judiciary, House of Representatives, Washingion, D.C.

Dear Mg. CualrmaAN: Reference is made to the statement of Commissioner
of Patents David L. Ladd in support of H.R. 10966, a bill ““To fix the fees payable
to the Patent Office, and for other purposes.” This letter sets forth the general
policy of the administration on the matter of charges for Government services
rendered to identifiable recipients, as well as our views on the merits of the subject
bill.

In the conduct of their various activities many Federal agencies are required
to provide certain services, supply products, or authorize the use of public resources
which convey special benefits to identifiable recipients above and beyond those
which accrue to the public at large. In fairness to the taxpayer, who carries the
major burden of support of Federal activities, the Government has adopted the
policy that the recipient of these special benefits should pay a reasonable charge
for the service or product received or for the resource used. L

The Congress gave statutory expression to this basic principle in title V of the
Independent Offices Appropriation Act of 1952 (5 U.8.C. 140) which established as
an objective that services rendered to special beneficiaries by Federal agencies
should be self-sustaining to the fullest extent possible. It is our opinion that the
patent system does provide such a special benefit to identifiable recipients—
1.e., the inventors, applicants, and holders of patents—and that accordingly these
beneficiaries should bear a fair share of the cost of the system’s support. The
monetary value of rights acquired through the patent system is often very large.
A large subsidy to the system is not necessary to protect the public. In fact, the
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bill seeks only to restore the well-established principle that the patent system
should be substantially self-supporting by providing for fees which are com-
mensurate with current needs.

At present many problems bear heavily on the Patent Office. The complexity
of applications and mounting search load have reduced the production of examiners
and forced a persistent expansion of the size of the examining corps. In addition,
salaries, printing, and other elements of continuing overhead cost are sharply
increased. A major new effort is being initiated in research and development
which will require increased support. In order to overcome severe problems
created by personnel turnover and excessive backlogs, attention is also being
ﬁomised on the need for additional space and the modernization of examining
acilities.

Action by the Congress to modernize patent fees will contribute to the improve-
ment of the patent system in at least three ways. First, the fee structure which
would be introduced by enactment of H.R. 10966 will provide remedies to certain
inefficient practices by reducing the number of unnecessarily complicated claimg
and inactive patents. Second, the additional revenues generated by increased
fees will at least partially offset the cost of providing desirable improvements in
the range and level of Patent Office services. Finally, enactment of the bill will
provide important evidence of the determination of the beneficiaries of the patent
system to join with the Government in accomplishing whatever improvements
may be necessary to preserve this country’s traditional system of patent examina-
tion and award.

To suminarize, it is our position that H.R. 10966, by updating the patent fee
structure, provides for recovery of a fair share of the costs of the Patent Office
through a fair and reasonable system of fees. Furthermore, the revisions to the
fee structure incorporated in the bill provide valuable corrective measures which
would further benefit the operation of the Patent Office and the patent system.
Accordingly, we concur in the intent of the legislation and strongly recommend
its enactment.

Sincerely yours,
(Signed) Davip E. BeLr, Director.

" Mr. LisonaTi. Mrs. Daphne Leeds. Mrs. Leeds is well known to
this committee, and we have always admired your intelligence and
your directness in presenting evidence.

Have you a written statement?

TESTIMONY OF MRS. DAPHNE LEEDS, LAWYER AND TRADEMARK
CONSULTANT, FORMER ASSISTANT COMMISSIONER OF PATENTS

Mrs. LEeps. Yes, I have.

What I am going to say will not be popular with very many people,
except the taxpayers, but there are a lot of them; so maybe I will be
more popular.

Mr, Liroxart. We realize more than ever the loss the Government
suffered when you separated from the service.

Mrs. Leeps. I would like first to give a little of my personal
philosophy about patent fees.

First, a little history:

From the beginning of patent issuance in this country to 193 it
was the position of Congress, often directly expressed, that the Patent
Office should be self-sustaining from fees; and whenever it appeared
that the costs of a given department of the Patent Office were not
being recovered from fees charged, the fees were increased.

Until 1940, the revenue received by the Patent Office was approxi-
mately the same as the operating costs of the Office; and, so far as [
cauo find out, there was no great hue and cry from industry or inventors
or lawyers specializing in patent practice that full cost recovery was
wrong, or that the taxpayer should bear any specific portion of the
cost of the Patent Office.
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It is my personal conviction that while the public is indeed the
long-range beneficiary of our patent system of incentives and rewards
to inventors, the immediate beneficiary is the patentee. The public,
for a period of 17 years, sanctions a monopoly in a competitive
economy, and it is my belief that this is adequate payment for the
system.

The inventor-patentee who is rewarded by the system should, T
believe, pay the cost of procedures for obtaining his patent.

This personal philosophy of mine was obviously shared by the
Congress until the 1940’s when we found ourselves so busy in our
effort to save our Nation that no one took time to examine what was
happening to cost recovery in the Patent Office.

Let us look for 2 moment at the record:

In 1793 there was a single fee of $30 for registering inventions.

In 1836, the first real Patent Act was passed, and it provided a
filing fee of $30.

In 1861, the fee was split: $15 for filing; and $25 for a final fee upon
issuance.

In 1922, these fees were not increased but they were equalized: $20
for filing; and $20 on issuance.

In 1930—and you will recall that we were entering the great depres-
sion in that year—fces were increased to $25 for filing and $25 for
issuance.

In 1932, at the depths of the depression, the {ees were increased to
$30 for filing and $30 for issuance; and the hearings on the bill which
brought this increase about show that the specific purpose of the
increase was to make the Patent Office self-sustaining.

For 30 years the filing and final fees have remained static, while we
have witnessed tremendous increases in everything else, reflecting
inflation and increased costs resulting, among other things, from an
ever higher standard of living,

Lawyers’ fees for representing inventors have not remained static
for the past 30 years. Their costs, as well as the costs of inventors,
industry, and everybody else, have increased sharply during the past
30 years. So have the costs of the Patent Office—yet individuals and
organizations are asking the public to bear a great portion of those
costs.

Is it because we have become accustomed to having the Government
take care of so many things that we are willing to load the taxpayer
with just a little more?

This bit of philosophy is given because it will, I hope, explain why
I feel strongly that there should be a substantial increase in fees of
the Patent Office, but am opposed to the present bill.

It is my position that fees should be high enough to discourage the
frivolous, but low enough not to discourage invention; that fees for
services should bear some relationship to the cost of rendering the
services; and that fees should be so established as to avoid high admin-
istrative costs.

The proposed filing fee in H.R. 10966, at page 1, line 7, is, in my
opinion, to low. If a $30 filing fee was justified in 1932, then a filing
fee of $100 is justified now. This is high enough to discourage at
least a substantial portion of the frivolous, yet it is as reasonable as
$30 was in 1932.
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The 1932 fee apparently did not discourage inventors unnecessarily
because more than 56,000 applications were filed in fiscal 1933—and
I believe we all recognize that $30 was hard to come by in 1932.

The proposed fee of $10 for each independent claim—page 1, lines
8 through 10; page 2, lines 12 through 15—is, in my opinion, excessive
and might tend toward a lessening of complete disclosure.

Moreover, the different fees for dependent claims and independent
claims could create administrative problems during the course of
prosecution so that the applicant could not be apprised with any
degree of certainty as to what his fees would be. If a fee for excessive
claims is considered desirable, it should be fixed as of the filing date
and should be the same for both dependent and independent claims.

The proposed printing fee of $10 per page of specification and $2
for each sheet of drawing, at page 2, line 2, is an undesirable fee, since
it will involve high administrative costs. The final fee should, I
believe, be made high enough to absorb the printing costs.

The proposed appeal fee, page 2, lines 18 through 23, is highl
undesirable. The fee would be $100 if an oral hearing is requested;
and if an oral hearing is not requested, $50 of the fee would be refunded;
and if the appeal is withdrawn before Board consideration, all except
$25 of the fee would be refunded.

Now, either an oral hearing is helpful, or it is not. If it is, then the
applicant should not be penalized, and if it is not, it should be
abolished.

Furthermore, if an appeal is taken, the fee should remain in the
Treasury, whether or not the appeal is withdrawn.

The proposal would, I believe, open a Pandora’s box of obligations,
and would create substantial administrative costs in the Office. 1
suggest an appeal fee of $50 in all patent cases.

The proposed final fee of $40, at page 2, lines 1 and 2, is unrealistic
and insufficient; and the proposed after-issue maintenance fees—
page 5, et seq. section 151-—would not only be burdensome to the
patentee, but they would be quite costly to administer.

There is no way, really, adequately to estimate receipts from such
fees; but, in any event, they would not solve any problems of cost
recovery immediately, since they would not add to the revenues of the
Patent Office for 5 years.

We know that a number of foreign countries have such fees, but that
fact does not necessarily make them desirable here; nor are the income
experiences of such foreign Patent Offices necessarily a guide for what
would happen here. The cost of administration of the maintenance
fee system would be great, especially when the nature of government
by bureaucracy is considered.

A whole new division would have to be set up, and, in the very
nature of government, that division will not get smaller as the years
go on.

Finally, I am strongly opposed to such fees because here again, in
the nature of government, as administrative costs increase—some-
times unnecessarily—the fees will increase.

I propose a final fee of $300, payable, at the option of the patentee,
in & lump sum within 3 months after notice of allowance, or $100
within 3 months after such notice and $100 on or before the end of the
first and second years, respectively, after the issue date.
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Under this proposal, the patent would not be enforcible, licensable
or salable during a period when any of the payments were in default;
and in order to reinstate full rights under the patent during its 17-year
term, the amount of final fee due and unpaid would have to be paid,
plus a $25 penalty fee.

During its term, the patent would not lapse for nonpayment of fees,
but it would simply be without effect as to enforcement until the
amount due is paid.

This proposal would keep administrative costs at a minimum, since
there would be no necessity for giving a patentee any notice of fees
due, and the Office bookkeeping would therefore be kept to an almost
irreducible minimum. The burden of maintaining status of the patent
would be on interested private parties, where it properly belongs, and
not on Government.

Additionally, those patentees with ‘“‘stables” of patents who are
quite ‘“‘solvent” may relieve themselves of maintaining installment
dockets by paying the entire fee when they receive their patents.
The independent inventor, to whom an installment docket would
probably not be an annoyance, could avoid the necessity of paying
out the substantial sum at one time.

The proposed fee of $20 for recording assignments in connection
with both patents and trademarks—page 3, lines 14, 15; page 5, lines
3, 4—is excessive and bears no real relationship to the cost of the
service. Prior bills have proposed a $10 fee, which might be reason-
able but still exceeds substantially the cost. The present fee is $3.
I believe a $5 fee would cover the costs of the recording procedure.

The proposed fee of $25 for filing opposition and cancellation pro-
ceedings bears no relationship to tﬁe cost of the services performed.

Last year the operating cost of the Trademark Trial and Appeal
Board was $130,000 and the income from fees was $29,600. 'This
indicates a quadrupling of the present $25 fee for full cost recovery;
but I propose a $75 fee and an effecting of economies in operation.

Such a fee would, I believe, eliminate many oppositions which
should really not be filed, but, at the same time, it is not so high as
to discourage the businessman from protecting his interests if he
believes he will be damaged by registration to another of a given mark.

The balance of the fees set out in H.R. 10966 are, 1 believe, reason-
able and justified.

It is respectfully submitted that the fees which I have recommended
as high enough—they probably seem very high to many, because we
have been spoiled for 30 years—to discourage the frivolous, but not
80 high as to discourage those who are indeed promoting the progress
of science and the useful arts from filing; and 1 believe tile fees would
represent substantially full cost recovery for the Patent Office.

Moreover, they would represent net increases, the greater portion to
be realized immediately.

We hear much about the poor, oppressed, small inventor. Where
is he? Does he not have an automobile, or a television or the myriad
other things which he considers to be necessities of life? He who has
made a contribution to the progress of science and the useful arts—
not merely a gadget of short-term commercial success—will not be
too hard pressed, I am sure, to find the fees for his protection. I do
not, believe that he wants or expects the overburdened taxpayer to
share his expenses.
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Thank you for your kind attention.

Mr. LisoNaTi. I want to congratulate you on your fine statement.
T can see that your experience has dictated some of your advice to
the committee. T know that you seem to place the costs where the
costs should lie in any operations that cost the Government money
to furnish the machinery for appeals and so forth, investigations and
the like. T want to thank you for your contribution to this committee.

Mr. Lixpsay. T would like to compliment you on your testimony.
Let me just ask you about the maintenance fees.

Your proposal is, in effect, 2 maintenance fee, it is not?

Mrs. Leeps. No.

Mr. Lanpsay. Do you have a substitute proposal?

Mrs. Leeps. No, it is not a maintenance fee at all. All it is is a
final fee.

Mr. Linpsay. Payable when?

Mrs. Leeps. It is payable on issue. But two payments may be
deferred.

Mr. Linpsay. Until when?

Mrs. Leps. For the third year; until the end of the third year.

Mr. Linpsay. I suppose it 1s a question of semantics, but it seems
to me what you are suggesting is that there be continuing payment for
issued patents. It is a final fee, to be sure, but it still is staggered
along for those who wish it?

Mrs. Legns. It can be paid in installments, yes.

Mr. Linpsay. The total amount amounts to what?

Mrs, LEeps. $300.

Mr. Linpsay. This is something that is nonexistent now?

Mrs. Leeps. That is correct. The right to pay installments is not
in existence now; that is correct.

Mr. Linpsay. Now, the Commissioner suggested a total mainte-
nance fee, as they call if, of —what was it—$5007

Mrs. Leeps. $600.

Mr. Linpsay. $600. If that was cut back to $300, it would be,
in effect, the same as your proposal, would it not?

Mrs. Leeps. Except that if the maintenance fee is not paid under
the Patent Office’s bill, and no showing is made as to why payment
a should be deferred, the patent would lapse.

Mr. Linpsay. Right. And you would make the unenforceability
matter for private practitioner?

In other words, if anybody challenged the patent, the holder would
have a right to say, “Well, the fee has been paid; therefore the patent
is still good.”

Mrs. Leeps. The patent would be issued for the full 17-year term,
but the patentee would not be able to enforce his rights under it
until and unless he paid all of the payments which were due.

Now, let me explain what would happen. If he wants to sue for
infringement, he has a patent with final fee, not fully paid.

Mr. Lixpsay. Right.

Mrs. Leeps. He has to pay up whatever is due on this final fee
before he can enforce his rights.

Mr. Lixpsay. Based on your experience, then, as a practical
matter, how many patents would be shaken out, as it were, by the
competitive processes going to work, forcing the payment of fees or
the patent is not enforcible? Do you follow the question?

Mrs, Leeps. Yes, I think I do.
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I think the answer would be this: That most of the corporate
patentees would pay the fee in a lump sum, because it is costly to them
to set up a bookkeeping system otherwise. That is approximately
65 percent of the patents issued. So 65 percent of them would
probably pay the $300 at the time of issuance.

Then the other 35 percent would probably—this would have to
be a guess, there is no possible way of estimating it, because we have
never had anything like this; but I would guess that perhaps one-
fifth would pay the fee at the end of the first year; one-tenth would
pay the fee at the end of the second year.

However, if, during the 17-year term, this patent became of com-
mercial value, then the fees would have to be paid in order to license
or to sell.

Mr. Lanpsay. Tell me, do you think it is desirable to shake out
the files?

Mrs. Leeps. I do not think it serves much purpose, really.

Mr. Linpsay. In other words, this has some purpose, some purpose
to be served in forcing some of the—I do not know, is it lingering
patents or dormant patents? Is that the proper word? Forcing some
of those out by insisting upon a series of payments during the life of
the patent, the maintenance fee system?

Mrs. LEeps. I am really not convinced, I have never been con-
vinced it would ever serve any real purpose.

Certainly, so far as those who have stables of patents are concerned,
they would pay their fees, anyway.

Mr. Linpsay. Thank you.

Mr. Lisonati. Mr. Toll.

Mr. Torn. Mrs. Leeds, when you left the Office, which was about
a year or two ago, how many applications were there in the last fiscal
year in which you served?

Mrs. Leeps. How many?

Mr. Torn. Approximately.

Mrs. Leeps. About 74,000 or 75,000, excluding designs, is my
recollection.

Mr. ToLr. And you recollect approximately how many of those
were filed by lawyers or legal services?

Mrs. Leeps. Well, of course, I would have no way of knowing
that; but I would suspect that a great percent of them were filed by
lawyers, because it is almost impossible, in the ordinary course of
events, for one not versed in this practice to represent himself.

Mr. Torr. Well, what percentage would you say were filed by
people without lawyers, by citizens without lawyers?

Mrs. Leeps. I would say perhaps one-half of 1 percent.

Mr. Towr. That little.

Now, one more question: In the course of the history of the Patent
Office, did the Patent Office ever collect as much money as it cost to
operate in its whole entire history?

Mrs. Leeps. It did for 100 years, the first 100 years of its operation.

Mr. Torr. It did collect?

Mrs. Leeps. Yes.

Mr. Torn. From 18937

Mrs. Leeps. From 1836 to 1940, roughly.

Mr. Torr. It did collect as much as it cost to operate?
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Mrs. Leeps. The amount of money that came in was approximately
the same as the operating cost of the Office; and, in this regard

Mr. LisoxaTi. Just a moment.

Congressman Meader is here, and we would like to have him sit
with the committee.

Congressman, will you sit with the committee?

He is a member of this distinguished general committee, a very val-
uable member, brilliant person 1n his own right.

Mr. Meader.

Mr. Meaper. Thank you.

Mrs. LEeps. Have I answered your question?

Mr. Torn. Thank you.

Mrs. LEeps. Mr. Chairman, I would like to refer to one thing you
asked of the Commissioner when he was testifying. That is, how he
kept the fine young people in the Office, and so forth.

I sympathize with his problem, but I would like the record to
show that the fees do not necessarily bear any relationship to the
amount of money available for salaries, because they come from two
different places. The fees go into the Treasury and are not used by
the Patent Office in the operation of the Office; so the increase in fees
would not necessarily have anything to do with any salary adjust-
ments which might——

Mr. LisonaTi. Of course, on the overall operations of the Depart-
ment, everything that goes into a department is, in some way, related
to its operation. You have to admit that.

Mrs. Leeps. Except there have been some substantial salary
incfreases through the years, when there has not been any increase
in fees.

Mr. LiBonari. T want to thank you for your kindness.

Any questions?

Mr. MarrI1as., Just one question.

You refer to the fact the cost of administration of the maintenance
fee system would be great.

Do you contemplate, or is it your understanding from your general
knowledge of the Patent Office, that it would be sort of a winnowing-
out process periodically, checking over which patents have——

Mrs. Leeps. No, not necessarily, because that is done now by
private people who are making infringement searches and patentability
searches. The Patent Office would not—they have all the informa-
tion—distinguish between patents which have been issued and patents
which are presently in force by reason of the fees. They have this
information for certain purposes.

Mr. Maraias. But there would have to be, relative to each patent,
some record made, some public record made——

Mrs. Leeps. That is correct.

Mr. MarHIAS (continuing). As to whether or not the maintenance
fees have been paid?

Mrs. Leeps. That is correct; and that is where the administrative
costs come in, plus the handling of the funds themselves. There
would be a substantial increase in the cost of handling funds.

Mr. Liovari. They are now, on the record side, microfilming
many of the records, are they not?

Mrs. LEEDs. Yes, sir.  Yes, sir.
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Mr. LiBoNaTi. And the fact you have 75,000 filed; how many of
those follow through, by percentage, approximately?

Mrs. Leeps. And how many are abandoned?

Mr. LisonaTr. Yes.

Mrs. LEgps. Well, it depends on what you mean by “follow
through,” Mr. Chairman.

Mr. LisoNati. Well, T mean to the full procedure of acceptance.

Mrs. LEeps. Well

Mr. LiBonaTi. Patent and approved.

Mrs. Leeps. Well, this, here again I would have to draw on my
recollection and my mathematical sense is not very great, parti-
cularly without a pencil and paper in my hand; but my guess is—my
estimate is that of, let’s say, roughly 80,000 applications filed, perhaps
60,000 of those would go to issue.

Somebody from the Patent Office could guess that better than 1
could, but that would be my best estimate.

Mr. LiBoNaTi. Mr. Federico would know, He is a mathematician.

Mr. FepErIco. I would say a little over 60 percent.

Mr. LiBoNaTi. Sixty percent of those filed go to approval or
issuance of the patent?

Mr. FEpERICO. A little over 60 percent.

Mr. LiBonari. Thank you. Thank you very much.

Mr. Roberts B. Larson, immediate past president of American
Patent Law Association.

Have you a statement, Mr. Larson?

Mr. Larson. Yes; I have a brief statement that T will give to the
reporter.

Mr. Lironat1. Would you like to file it with us?

Mr. Larson. Yes.

Mr. LisovaTi. You may proceed, Mr. Larson.

TESTIMONY OF ROBERTS B. LARSON, IMMEDIATE PAST PRESI-
DENT, AMERICAN PATENT LAW ASSOCIATION

Mr. Larson. Mr. Chairman, my name is Roberts B. Larson, and
I am a patent lawyer located here in Washington. I have been prac-
ticing for the past 32 years here.

As you said, T am the immediate past president of the American
Patent Law Association, and I am appearing here today as a repre-
sentative of that association, and by authorization of its board of
managers.

Now, our association has a special committee on Patent Office fees.
We have had one for quite some years. It gave consideration to the
predecessor bill, and, although the time has been short, it has given
consideration to this new bitl, H.R. 10966.

It has presented a report to the board of managers, but, unfor-
tunately, the board has not had an opportunity to consider that report
as of this time.

The board meets next week in Cleveland, on the 26th. Its members
are located in all parts of the country, and this matter will be on their
agenda.

Now, because of this, T cannot, at this time, give you the position
of the association, with respect to any of the specific provisions of the
bill. T ask your indulgence to include in the record at a later date a
supplemental statement with respect to the specific provisions.
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T can give you that shortly after the board mects in Cleveland
next week.

Mr. LiponaTi. You may rest assured we will be very happy to
receive it, as we realize that the bill was just introduced on March 28
of this year.

Mr, Larso~n. Thank you.

Now, the board has taken a general position witn respect to this
bill, and T want to mention to this committee some of the fundamental
propositions which the board has in mind, considering a bill of this
type, relating to an increase in patent fees.

What I am going to say now is {amiliar to some of you, but it cannot
be said too often or too strongly.

Our patent system is an incentive system, and it is predicated on the
principle that the grant of patents will, by affording protection to the
inventor for a limited time, stimulate the creative faculties, encourage
the making of inventions, and thus promote the progress of science
and the useful arts for the benefit of this country and for all mankind.

I do not need to dwell on the importance of such a system; what it
has done for this country, everybody knows.

The industry which has been started and encouraged by patents,
and the attendant benefits which have accrued to this country, have
surpassed the wildest dreams of our Founding Fathers.

Consider but one such benefit, namely, the vast amounts of tax
moneys which this Government has derived from such patent-born
industries. Never has a country gained so much from the expenditure
of so little.

There has never been a time in our history when the incentive
provided by the patent system is more necessary and important to
our Nation. It it were possible to increase that incentive, that,
indeed, would be salutary.

In Russia today they are doing everything possible to encourage
the inventors by every possible means of incentive. We should bear
that very much in mind in consideration of this bill.

So when we who believe so strongly in our patent system consider
any proposal for changing any part of the system, we ask ourselves
the basic question: Would the suggested change decrease or increase
the incentive the system has provided?

If the effect would be to lessen the incentive, we would tend to
disapprove of the change.

In the judgment of many, the Patent Office is and always has been
the most profitable agency in the Government. The costs of its
operation are really minute, when compared with the economic bene~
fits to the Nation, and, more particularly, with the taxes collected by
the Government from the industries and businesses which have been
created by patents, from the employees of such industries, and from
the suppliers of such industries and their employees.

Notwithstanding this, our association believes that some increase
in the amount of the filing and final fees is, perhaps, in order. Our
Committee on Patent Office Fees, in general, has approved the increases
in such fees which this bill would provide.

In fact, our association has been on record since 1954, at least, as
being in favor of some increase in the amount of the patent filing
and final fees.
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Mr. LioxaTi. Just right there. If you were to select between the
two positions, Mrs. Leeds’ and the proposed bill, would you be in a
position to approve either one or the other?

Mr. Larsox. I would say this, Mr. Chairman—and I am not
speaking for the association at the present time; but I feel sure in
my own mind that if it were a choice between the two, the maintenance
fees on the one hand, and some type of system such as Mrs. Leeds
recommended, that they would choose the latter, which is merely an
increase, regardless of the amount of size, in the filing and final fees.

Mr. LiBoNvaTi. And you would favor Mrs. Leeds in that respect?

Mr. Larson. I would certainly, personally, favor that type of
system.

Mr. LiBovaTi. OK.

Mr. Larson. As for the so-called maintenance fees, our association
is very strongly opposed to these.

Instead of rewarding the inventor for his creative contribution, he
is obliged to pay for his own reward.

Not only do its provisions lead to uncertainty and give rise to
administrative complications, but they are basically unfair, in that
the commercially successful inventor 1s saddled with paying for the
Patent Office costs of examining the applications of many unsuccessful
patent applicants.

Now, for these and a number of other considerations of real im-
portance, we consider that maintenance fees are most harmful to the
patent system, and to the incentive which it provides.

Mr. LiBoxari. Thank you very much.

Mr. Lagrson. You are very welcome.

I would be happy to answer any questions that you might have with
respect to tliis general proposition.

Mr. LigonaTi. Do you feel that you can get the material to us
on the basic stand of the association on either the proposals that Mrs.
Leeds brought in as suggestions or the bill?

Mr. Larson. I am sure I can, Mr. Chairman. As a matter of fact,
it is my recollection that much of what Mrs. Leeds has said has been,
for some time, considered by our Patent Office Fees Committee as
a possible alternative to this bill.

Mr. Lisonati. Thank you very much.

Are there any questions? Mr. Lindsay?

Mr. Linpsay. No, Mr. Chairman.

Mr. Ligoxami. Mr. Toll?

Mr. Torr. No.

Mr. Lisonati. Mr. Mathias?

Mr. MaTHIAs. No.

Mr. LisonaTi. Counsel?

Thank you very much, sir.

Mr. Larson. Thank you, Mr. Chairman.

Mr. Liroxati. We appreciate your coming, and we look forward
to your submitting a written report on the position of your
organization.

Mr. Larson. Yes.

Mr. Liroxari. Thank you.

(Prepared statement of Mr. Larson follows:)
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STATEMENT BY ROBERTs B. LARSON OoN BEHALF OF THE AMERICAN PATENT
Law AssociaTioN, WasHINGTON, D.C., RELATIVE TO H.R. 10966, THE PATENT
Orrice FeEe BiLL

My name is Roberts B. Larson. I am a patent lawyer and have been engaged
in the private practice of patent law here in Washington for 32 years. I am the
immediate past president of the American Patent Law Association. I appear
today as a representative of that association and by authorization by its board
of managers.

Our association has a special committee on patent office fees. It gave con-
sideration to the predecessor bill. Although the time has been short, it has given
consideration (by an exchange of correspondence route) to the present bill, H.R.
10966. It has presented a report to our board of managers. As soon as received
this was circulated to our 20 board members who are located in all parts of the
country. The board will next meet on April 26 in Cleveland and this matter
will be on their agenda. For these reasons I cannot at this time give you the
position of the association on the specific provisions of the bill.

The board, however, has taken a general position which I shall refer to shortly.
Moreover, we ask the indulgence of this committee to include as a part of the
printed record, a supplemental statement which we will submit shortly after the
board meets next week. I should like to mention what the board regards as a
few of the fundamental principles involved.

Our patent system is an incentive system predicated on the principle that
the grant of patents will, by affording protection to the inventor for a limited
time, stimulate the creative faculties, encourage the making of inventions, and
thus promote the progress of science and the useful arts for the benefit of our
country and all mankind.

I need not dwell on the importance of such a system. What it has done for
this country is well known. The industry which has been started and encouraged
by patents, and the attendant benefits which have accrued to this country, have
surpassed the wildest dreams of our Founding Fathers. Consider but one such
benefit, namely the vast amounts of tax moneys which the Government has
derived from such patent-born industries. Never has a country gained so much
from the expenditure of so little.

There has never been a time in our history when the incentive provided by
the patent system is more necessary and important to our Nation. If it were
possible to increase this incentive that indeed would be salutary.

So when we who believe so strongly in our patent system consider any proposal
for changing any part of the system, we ask ourselves the basic question—Would
the suggested change decrease or increase the incentive the system has provided?
If the effect would be to lessen the incentive, we tend to disapprove the change.

In the judgment of many, the Patent Office is and always has been the most
profitable agency of the Government. The costs of its operation are minute
when compared with the economic benefits to the Nation, and more particularly,
with the taxes collected by the Government from industries and businesses
created under patents, the employees of such industries, and the suppliers of
such industries, and their employees.

Notwithstanding this, our associaticn believes that some increase in the amount
of the filing and final fees, is perhaps in order. Qur Committee on Patent Office
Fees in general has approved the increases in such fees which the bill would provide.

As for that part of the bill which calls for so-called maintenance fees, our
association strongly opposes these. Instead of rewarding the inventor for his
creative contribution, he is obliged to pay for his own reward. Not only do its
provisions lead to uncertainty and give rise to administrative complications, but
they are basically unfair in that the commercially successful inventor is saddled
with paying for the Patent Office costs of examining the applications of the many
unsuccessful patent applicants. For these and a number of other important
considerations we feel that the maintenance fee idea is most harmful to the
patent system and the most valuable incentive it provides.

Mr. Lipoxati. Mr. Ralph D. Blakeslee, chairman, legislative com-
mittee, Patent Office Society. He is accompanied by Mr. Irving
Rotkin, member, executive committee, Patent Office Society.

Will you both come up, and whoever is to participate, do so.

You have a report?
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TESTIMONY OF RALPH D. BLAKESLEE, CHAIRMAN, LEGISLATIVE
COMMITTEE; ACCOMPANIED BY IRVING ROTKIN, MEMBER,
EXECUTIVE COMMITTEE, PATENT OFFICE SOCIETY

Mr. BLARESLEE. Yes. I am Mr. Blakeslee, and on my left, here,
is Mr. Rotkin.

We are both patent examiners on annual leave, and we know, per-
haps firsthand, of some of the problems involving an application.

This statement is very short; it is only three pages, double spaced.

The Patent Office Society is an organization devoted to promoting
the professional development of the examining corps and the improve-
ment of the patent system in general. Over 900 examiners are active
members; and the society has an associate membership of about 400.
The latter includes attorneys, inventors, scientists, and other persons
interested in our patent system.

The executive committee of the society, at a recent meeting during
which the fee bill, H.R. 10966, was discussed, passed the following
resolution:

The Patent Office Society goes on record as generally supporting H.R. 10966
as presented.

This approval means examiners who are members of our society
believe the provisions of H.R. 10966 will promote the best interest of
the patent system in the long run and, in the short run, encourage
better practice before the Patent Office.

It will improve the lot of each patent examiner in his struggle to
reduce the backlog on his own overloaded docket.

Examiners know from experience that dependent claims take less
time to examine than those in independent form. We also know
that dependent claims minimize the mental gymnastics necessary to
decipher large numbers of claims which obscure the invention, rather
than setting it out clearly for us.

An error anywhere in the train of mental gymnastics involves the
risk that a claim will be allowed that should not have been allowed.

We are rightly indignant when claim language is unduly verbose,
when claims are unduly multiplied, and when they are written in
independent form for no apparent reason other than to equivocate,
or even hide, the inventive concept.

Examiners know, of course, that it takes much longer to examine
a jumbo application than it does a simple one. We recognize that
some inventions are necessarily complex and their descriptions
necessarily long, but many cannot be defended on either ground.
iI‘he Iilssue fee of H.R. 10966 will place a penalty on unnecessary
ength.

.R. 10966 proposes to change the appeal fees, and we applaud the
direction taken.

We know that it takes a great deal of time to carefully prepare the
Patent Office side of the issue before our Board of Appeals, which issue
is ordinarily whether we should allow claims so broad that we believe
they intrude on the public domain.

Examiners believe that an appeal, filed as delaying tactics to keep
an application of little merit in ‘patent pending’ status, should be
discouraged.

Patent examiners know these things because each one of us judges
eight or so applications a week, week after week, and year after year.
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Examiners are in the best position to know what eats up examining
time and what kinds of reform will help us do our jobs better.

Because Society members know these problems, they commend
H.R. 10966 to you. In the vital areas of practice mentioned, it makes
an effort to rationalize our examining process. The result will be in
the public interest.

Gentlemen, that concludes our statement.

Mr. LiBoxaTi. Thank you very much.

Mr. BragesLeE. If we can help you at all

Mr. LiBonaTi. Are there any questions?

Mr. Mathias?

Mr. MaTHIAS. Mr. Blakeslee, what is your view on this maintenance
fee question from the point of view of public policy?

Mr. BuakesLee. The Patent Office Society has a comparatively
small group of people to consider these bills, and we had a particularly
short time to consider this one.

We have not developed enough evidence that we think we could
helpfully make a suggestion to you on that portion of the bill.

Mr. MaTHIAS. If you have any further thoughts on it, do you want
to submit any further statement?

Could you get it together within a short time?

Mr. BuakesLEe. Yes, I think we could go into that, if you gentle-
men think it would be helpful.

Mr. Marn1as. You are dealing with the practical mechanics of this
thing, and you would know what mechanical complications could
arise on the maintenance system. I think your point of view might
be helpful.

Mr. BrakesLeEE. Fine.

Mr. Linpsay. Mr. Chairman, may I ask a question?

Mr. LiponaTi. Yes, Mr. Lindsay.

Mr. Linpsay. The maintenance fee seems to be the essential point
of debate about this bill. Yet you have no opinion on that question.
I am a little surprised you so wholeheartedly endorsed the bill.

Mr. BrakesLee. If you will notice, the resolution says we do
generally support the bill; and we generally support it, especially as
to those aspects which we believe will improve practice before the
Office.

Mr. Linpsay. What you are in favor of is an increase in fee sched-
ules in general, I would suppose, then?

Mr. BLuakesLEE. Yes. Because fees have not been increased
since 1932, and since our operation is becoming increasingly costly, I
think nobody opposes a fee increase in general.

Mr. Linpsay. Are you troubled by the Leeds approach?

Mr. Brakesnee. Only in one respect, and I will have to speak
personally here—may I? Not representing the society.

Mr. LisonaTi. Yes, sir.

Mr. BrakesLeg. The inventor only has 2 years in which to decide
whether his invention is commercially useful or not. Under H.R.
10966 he has—what? Thirteen?

Mr. Torr. That is a good answer.

Mr. BuakesLee. Mr. Rotkin would like to say something.

Are you addressing yourself to this question?

§4863—62. 10
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Mr. Rorkix. Yes. Mr. Lindsay, the societv’s executive board, in
discussing this matter, chose not to make any specific comment with
respect to the maintenance fee. But in the discussion, this point
was made—and I think it is important for your record—the bill
should be looked upon in its entirety.

If it is agreed that the fees must be raised, the question involved
1s how to best raise the fees without discouraging the independent and
small applicant; in other words, without in any way adversely affecting
the importance of the patent system, to encourage applicants.

If the entire fee is to be applied, that is the fee raised at the begin-
ning of the patent process, whether it be as an application fee or as a
final fee, the independent man has a financial burden which can be
rather harsh before he has any opportunity to recover on the basis
of what the Office gives him in the way of a patent grant.

To that extent, a maintenance fee arrangement gives him some
opportunity to reap benefits from his patent grant before there is a
burden on him.

So that if one looks upon the bill as a balanced measure, I think
ilillthat perspective, I can say that the society is in favor of the entire

We are in no position to say that the recovery percentage should
be 75 percent or 65 percent or 90 percent. But we think the recovery
should be higher than the approximate 30 percent 1t is now.

Mr. LiBonaTi. Thank you very much, gentlemen.

(Prepared statement of Mr. Blakeslee follows:)

STATEMENT oF RaLpH D. BLAKESLEE, CHAIRMAN, PATENT OFFICE SOCIETY
LecisLaTivE CoMMITTEE, RELATING TO H.R. 10966, o BiLL To Fix teE FEES
PavaBLE TO THE PATENT OFFICE, AND ForR OTHER PURPOSES

Mr. Chairman and members of the subcommittee, the Patent Office Society is
an organization devoted to promoting the professional development of the examin-
ing corps and the improvement of the patent system in general. Over 900 exam-
iners are active members; and the society has an associate membership of about
400. The latter includes attorneys, inventors, scientists, and other persons
interested in our patent system.

The executive committee of the society, at a recent meeting during which the fee
bill, H.R. 10966, was discussed, passed the following resolution:

“The Patent Office Society goes on record as generally supporting H.R. 10966
as presented.”’

This approval means examiners who are members of our society believe the pro-
visions of H.R. 10966 will promote the best interest of the patent system in the
long run and, in the short run, encourage better practice before the Patent Office.
It will improve the lot of each patent examiner in his struggle to reduce the backlog
on his own overloaded docket.

Examiners know from experience that dependent claims take less time to
examine than those in independent form. We also know that dependent claims
minimize the mental gymnastics necessary to decipher large numbers of claims
which obscure the invention, rather than setting it out clearly for us. An error
anywhere in the train of mental gymnastics involves the risk that a claim will be
allowed that should not have been allowed.

We are rightly indignant when claim language is unduly verbose, when claims
are unduly multiplied, and when they are written in independent form for no
apparent reason other than to ejuivocate, or even hide, the inventive concept.

Examiners know, of course, that it takes much longer to examine a jumbo ap-
plication than it does a simple one. We recognize that some inventions are
necessarily complex and their descriptions necessarily long, but many cannot be
defended on either ground. The issue fee of H.R. 10966 will place a penalty on
unnecessary length.
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H.R. 10966 proposes to change the appeal fees and we applaud the direction
taken. We know that it takes a great deal of time to carefully prepare the Patent
Office side of the issue before our Board of Appeals, which issue is ordinarily
whether we should allow claims so broad that we believe they intrude on the public
domain. Examiners believe that an appeal, filed as delaying tactics to keep an
application of little merit in “patent pending” status, should be discouraged.

Patent examiners know these things because each one of us judges eight or so
applications a week, week after week, and year after year. Examiners are in
the best position to know what eats up examining time and what kinds of reform
will help us do our jobs better.

Because society members know these problems they commend H.R. 10966 to
you. In the vital areas of practice mentioned, it makes an effort to rationalize
our examining process. The result will be in the public interest.

Mr. Lio~aTi. I want to read into the record the statements that
were recelved or are being prepared for this committee on H.R.
10966: United States Trademark Association, the New York Patent
Law Association, the National Association of Manufacturers, Houston
Patent Law Association, the Pure Oil Co., Minnesota State Bar
Association, California Research Corp., the Chicago Bar Association,
and Chauncey Carter, Esq.

(Statements referred to and additional statements received after
conclusion of the hearing follow:)

TaE UNITED STATES TRADEMARK ASSOCIATION,
New York, N.Y., April 13, 1962.

Re H.R. 10966.
Hon. EMANUEL CELLER,
Chairman, Commattee of the Judiciary,
House of Representatives,
House Office Building,
Washington, D.C.

DgeaAR Sir: The United States Trademark Association would like to file a
statement concerning H.R. 10966 for insertion in the record of the hearing to
be held on this bill on April 19, 1962.

The United States Trademark Association was formed 85 years ago to protect
the interests of the public and trademark owners and to promote the trademark
system. It is an association with 865 members who are trademark owners,
lawyers, advertising agencies, and others interested in trademarks.

The association believes there is a need for increased trademark fees in order
to place the trademark operation of the Patent Office on a financially more self-
supporting basis. We are wholeheartedly in support of legislation which will
accomplish this result.

Our review of H.R. 10966 leads us to the opinicn that it is consistent with this
goal and we support the bill except for one of the provisions. This is the clause
found at lines 3 and 4 on page 5 which reads as follows:

““12: for recording each assignment of a registration, $20.00; fcr recording any
other paper, $20.00”

The association believes that this provision would prove burdensome to trade-
mark owners. It represents a substantial increase over the present fees for the
recording of assignments and other papers. In some instances it is necessary
for a trademark owner to record at one time many separate trademark assign-
ments. The high fee proposed in paragraph 12 would vastly increase the cost
of such action over the cost required by the present fee schedule.

However, in recognition of the need to increase the earnings of the trademark
operation, the association, through action by the board of directors taken some
time ago, indicated approval of a proposal for the recording of assignments of
810 for each assignment plus S1 for each additional mark.

Respectfully yours,
(Signed) TaacHER H. FIsk,
Presgident.
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Tae NEw YoRk PATENT LAw ASSOCIATION,
New York, N.Y., April 12, 1962.
Re H.R. 10966,
Hon. EMANUEL CELLER,
Chatrman, Commiitee on the Judiciary,
House of Representatives, Washington, D.C.

Drar CoNgrEssMAN CeELLER: The New York Patent Law Association doe8
not intend to present testimony regarding the Patent Office fee bill but asks that
the following statement of its position be considered at the hearing on that bill,
now scheduled for April 19:

We are in accord with sections 1, 2, and 3 of H.R. 10966. The increased fees
they provide appear to be justified generally by the need for additional revenues
to offset the increased cost of Patent Office operations. There is merit, too, in
their encouragement of succinctness and brevity in patent applications, their
recognition of the differential fee principle in requiring higher fees for applications
which are normally more demanding of Patent Office services, and their diséour-
agement of filing appeals for the purpose of delay.

We are opposed to section 4 in its present form and are opposed to sections 6
and 8, for these reasons:

SECTION 4

By the proposed amendment of United States Code 35, section 151, the Com-
missioner is required to issue the patent at some indefinite time after the notice
of allowance, regardless of whether the final fee is paid. This would have the
effect of taking away from the applicant his present right to abandon the applica-
tion after its allowance and thus rely on protection through continued secrecy
of the invention rather than through the patent—a choice which is important to
his best interests in some instances, as when pertinent prior art is first brought to
his attention after allowance of the application but before the patent would
normally issue. It would also seriously impair his present right to file a “di-
visional” or a ‘‘continuation’ application after allowance of the “parent’’ applica-
tion, in order to present new claims or an improved disclosure in the light of newly
acquired information. Finally, it would adversely affect the applicant’s present
right to await the final outcome of examination of his application in the U.S.
Patent Office before incurring the expenses of filing corresponding patent
applications in foreign countries.

e believe that the purposes underlying this provision can be accomplished
in the main without these objectionable effects, by rewriting the first paragraph
of the proposed new section 151 to.read as follows*

“If it appears that applicant is entitled to a patent undér the law, a written
notice of allowance of the application shall be given or mailed to the applicant,
and after sixty days following such notice the Commissioner shall issue the patent
unless, before expiration of said sixty days, the application is expressly abandoned
by filing in the Patent Office a written declaration of abandonment signed by
the applicant himself and the assignee of record, if any, and identifying the
application.

“Before expiration of said sixty days following the notice of allowance, the
applicant or his assignee of record may petition the Commissioner to defer issuance
of the patent up to six months after such notice, upon a showing that earlier
issuance might prejudice a right of the applicant or his assignee of record.”

SECTIONS 6 AND 8

In our view, any benefits to be derived from the proposed maintenance fees are
outweighed by their adverse effects and, moreover, are illusory.

The net amount of additional revenue they would provide to the Patent Office
is speculative, particularly in view of the uncertainty as to the number of patents
which would be allowed to lapse for nonpayment of maintenance fees. Whatever
this additional amount might be, it may in time be offset or more than offset by
loss of revenue to the Internal Revenue Department as a result of premature
lapsing of patents under the maintenance fee provisions. For example, many
small or struggling corporations develop patentable products which they cannot
produce or sell immediately. The development may come in the middle of a
recession or at a time when the corporation itself is short of capital; or the product
may be ahead of its time. Whatever the cause, the product is apt to be shelved.
In these circumstances there is a serious risk that the patent maintenance fee
will not be paid. Then, later on, when conditions are more favorable for pro-
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moting the invention, the corporation is unwilling to risk the necessary capital
investment because its patent protection has been forfeited, with consequent loss
of taxable income which the invention might otherwise have produced.

We also question the arguments by proponents of maintenance fees that elim-
ination of ‘““deadwood” patents will be effected through nonpayment of such fees.
This elimination is not apt to occur in cases where the patent owner can easily
pay these fees, unless the patented invention is proved conclusively to be value-~
less. Moreover, it is difficult to determine when a patent is of no value or is
““deadwood.” There have been many patents for inventions which did not attain
commercial success until a decade or more after the patent grant. It is likely that
the patent system would suffer more through forfeiture of patents of this type,
due to incorrect predictions by patentees or their inability to pay the maintenance
fees, than it would gain through elimination of patent rights which are truly
“deadwood.”

Other factors on which our view is based are the burdens involved to insure
timely payment of maintenance fees by patentees, the risks of inadvertent non-
payment of these fees within the time allowed, and the discrimination against
small corporations and indigent assignees with respect to fee deferrals.

Taking into account all of these considerations, we are opposed to the principle
of maintenance fees, and the more so because it appears that their primary pur-
pose is to increase Patent Office revenues to some arbitrary percentage well over
50 percent of its budget. We believe this to be an unfair burden on patent
owners, who, after all, represent only a small number of those benefiting from the
facilities of the Patent Office. Industry in general benefits by having readily
available a vast central store of well-classified technical information on which to
base further technical advances. The general public benefits from the progress
in the useful arts which is brought about through the workings of the patent
system. This, indeed, is the basic reason for the existence of the Patent Office.

We believe, therefore, that the revenue derived through Patent Office fees from
applicants and patentees, to constitutc their fair share of the Patent Office budget,
should be about 50 percent and certainly not more than 60 percent of that budget.
If the fees proposed by sections 1-3 of H.R. 10966 will not produce such revenue,
the necessary additional amount should be provided by increasing these fees,
especially the fee for issuance of a patent, rather than by imposing patent main-
tenance fees.

Very truly yours,
Cyrus S. Haraoob,
1st Vice Prestdent.

NATIONAL ASSOCIATION OF MANUFACTURERS
ofF THE UNITED STATES OF AMERICA,
Washington, D.C., April 18, 1962.
Hon. EMANUEL CELLER,
Chairman, Commattee on the Judiciary,
U.S. House of Representatives, Washington, D.C.

Dear Mgr. CeLLER: On behalf of the National Asscociation of Manufacturers,
I appreciate the opportunity to submit for the hearing record the attached state-
ment relating to H.R. 10966, the Patent Office fee bill.

Your letter to me of March 29, 1962, raised several important questions with
regard to costs involved in patent activities. The Patents Committee of the
National Association of Manufaeturers is in the process of gathering pertinent
data, and we hope that the information obtained, shortly, will be of value tu you.

With appreciation,

Sincerely yvours,
Fraxk E. Foortg,
Chairman, Palent Office Affairs Subcommiltee.

STATEMENT OF THE NATIONAL ASSOCIATION OF MaNUFACTURERS oN H.R. 10966

This statement is made on behalf of the National Association of Manufacturers,
a voluntary membership corporation with approximately 17,000 member com-
panies, 83 percent of which are small businesses. Moreover, the association
membership consists of renresentatives from every segment of American industry.

The bill, H.R. 10966, would make major revisions in the fees now charged by
the Patent Office in the prosecution of patent and trademark applications. In
addition, it provides for maintenance fees payable after a patent has been issued.
Our principal interest in this bill arises because of the provisions contained therein
for maintenance fees.
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Generally, the association approves the objective of the Patent Office to realize
substantially increased revenue to cover a greater portion of the cost of the work
of the Office leading toward the issuance of the patent. The association has no
objection to increasing the presently existing fees charged by the Patent Office
to accomplish this end. We do not agree, however, with the proposal to realize
a part of the projected increased revenue by the imposition of maintenance fees
on issue. We are, therefore, opposed to H.R. 10966.

Our objections to maintenance fees is largely grounded on the fact that they
would impose upon the U.S. patent system certain requirements detrimental to
the desired objectives of the system merely to obtain increased revenue. This
does not seem desirable when the objective can be accomplished simply by increas-
ing existing fees. :

It should be kept in mind that the patent system was set up for the benefit of
the public and not any class of individuals. The public benefits from the dis-
closures in all patents and benefits mostly from the disclosures in patents on
advance inventions which are not available commercially. Others may then
utilize such information in additional work to make further or alternate inventions.
This results in a continuing stream of more practicable devices for the benefit of
the public. If these disclosures are not made, it follows that the publi¢ is the
loser.

Maintenance fees will not only tend to discourage the filing of patent applica-
tions in general, but particularly, will discourage the filing of patent applications
on inventions which result from advance development and research and which
are ‘“‘ahead of their time.” Patents will continue to be taken out on detailed
designs of products which are being placed on the market since it will be known
that the sales will justify paying the fees. In contrast with this, it will be hard
to justify filing on inventions, the commercial future of which is unknown, if the
threat of future payments is present.

There are other specific objections to maintenance fees which are quite serious.
One is that they will greatly complicate matters from the point of view of the
individual inventor. He will have to be careful to bring up in good time the
maintenance fee due and probably will be compelled to employ counsel to advise
and help make the hard decision as to whether to let his brain child go by the
board or to pay the required amount and hope to commercialize the invention
further during the ensuing 5 years.

From the Patent Office standpoint, it is difficult to believe that the proposal
will result in anything but a substantial increase in administrative costs which
would cut down on any revenue realized from maintenance fees.

Another objection to maintenance fees is that there is considerable doubt as to
how much revenue would be raised since it is difficult to determine how many
patents would be maintained or how much the revenue would be 5, 10 or 13 years
in the future,

The U.S. Patent System has generally been recognized as the most successful in
the world. The superiority of our system is illustrated in the high proportion of
sales by U.S. companies in the last several years of new developed products, the
majority of which are patented, and the larg= degree to which industry abroad has
taken up the innovations arising in this country. Bearing this in mind, and as
already indicated, an increase in presently existing fees charged by the Patent
Office is a matter which we favor if based on the structure presently existing.

For many years the Patents Committee of the NAM has strongly supported
the efforts of the Patent Office in its worthy attempts to increase its overall
efficiency and to reduce its work backlog. In making a recommendation for
increases within the existing fee structure, we have devoted serious consideration
to the problems of individual inventors as well as to applications and issuances
involving companies and their employees. We are of the firm belief that an in-
crease would be fair and reasonable to all concerned. It is very unlikely that
discoveries or inventions of any value will be lost to the public by the requirement
of an increase in fees, which have not changed in 30 years. In summary, we
believe the patents system of the United States stands to be best served by legis-
lation based on fee increases within existing structures rather than attempting to
institute a maintenance fee system.
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BurLER, Biniown, Rice & Coox,
Houston, Tex., April 16, 1962.
Re H.R. 10966.

Hon. EMANUEL CELLER,
Chairman, Committee on the Judictary,
House Office Building, Washington, D.C.

Dear Sir: The Board of Governors of the Houston Patent Law Association,
whose membership comprises a majority of the patent attorneys practicing in
the Houston area, has instructed me to advise you that the association has adopted
the following resolution:

‘“Whereas the Celler bill, H.R. 10966, introduces an innovation which is a form
of taxation on patents labeled ‘‘Maintenance fees’”’ heretofore unknown in patent
statutes in the United States; and

“Whereas adequate consideration for the patent grant is found in the full
disclosure by the inventor of the nature of his invention and the manner of
practicing it; and

“Whereas such a tax would constitute an entry by the Federal Government
into the field of taxation on the mere possession of personal property, a field his-
torically belonging to the States: Now, therefore, be it

“Resolved, That the Houston Patent Law Association opposes all provisions for
taxation on patents, including without limitation the maintenance fees and
discriminatory maintenance fee deferral provisions of the Celler bill, H.R. 10966.””

We hope you will give serious consideration to the views expressed in this reso-
lution during the hearings on H.R. 10966 scheduled for April 19, 1962.

Very truly yours,
Nep L. CoNLEY,
Secretary, Houston Patent Law Assoctation.

Tue Pure O Co.,
Palatine, Ill., April 3, 1962.
STATEMENT

I am in accord with the general purpose of H.R. 7731 and H.R. 10966 to
increase the revenue of the Patent Office to bring these revenues more in line
with the cost of operating the Patent Office. However, I am not in accord
with all the provisions of the bills.

Patent Office fees should be fixed to accomplish the following objectives:

1. The filing fee should be high enough to discourage indiscriminate filing of
applications for patent and should bear a reasonable relation to the cost of
processing the application to allowance or abandonment.

2. The fee for issuing the patent should be sufficient to cover the Government
expense in processing an allowed application to patent.

3. The services performed by the Patent Office, such as supplying patent
copies, recording assignments, etc., should be on a self-supporting basis.

4. The total Patent Office fees should be fixed giving due regard to free services
rendered to Government employees and to various Government departments,
and to the free distribution or distribution below cost of printed patents and
other materials from the Patent Office.

With these objectives in mind, I have reviewed a survey made by Mr. P. J.
Federico on Patent Office fees and expenses, published at 35 JOPS 725 to 738.
On page 732 of that article, Mr. Federico pointed out that the examination
function of the Patent Office amounts to 74 percent of the total cost, with an
additional 8 percent to cover the cost of the Classification Section, the Board
of Appeals, and Patent Interference Section. The last general increase in fees
relating to patent applications occurred in 1932 and, therefore, on the basis of
the devaluation of the dollar, an increase is justified at this time. It is my
feeling, however, that the filing fee should be increased more than the issuance
fee, since the greatest part of the cost is involved in the examination of the
application. It is my feeling that the filing fee should be approximately $50
and that instead of charging $10 for each independent claim in excess of one,
the charge should be $10 for each independent claim in excess of two, for the
reason that an applicant must commonly claim both method and apparatus, or
product and method of making the product, in the same application and, therefore,
requires at least two independent claims.

I do not feel that the increase in the filing fee to $50 would have any sub-
stantial effect on the independent inventor since the fees he now must pay to an
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attorney to prepare and application are several times the filing fee and, in my
opinion, constitutes the major barrier to the independent inventor’s ability to
file an application.

I am also in sympathy with the idea of making an additional charge for lengthy
and verbose patent specifications, but it is my feeling that this extra charge should
go on the application as filed rather than on the patent as issued. Approxi-
mately 40 percent of applications filed are never issued and hence the Patent
Office is never properly paid for these 40 percent. I would advocate that the
Patent Office charge an additional fee of $1 per typewritten or printed page for
each page of specification, not including claims, in excess of 20, and $2 for each
sheet of drawing in excess of 2. The Patent Office can and should more strictly
define the size of paper, type, and spacing as required in printing a specification
than it now does by way of rule 52. An applicant should be allowed a reasonable
number of pages of specification and drawing with his filing fee.

The provision increasing the appeal to the Board of Appeals to $100 does not
appeal to my sense of fairness. It sounds like an attempt to coerce the applicant
into accepting the judgment of the examiner instead of appealing. I would favor
keeping the present appeal fee the same as it is now, namely, $25, with the re-
quirement that the applicant be required to pay an additional $25 if he requests
an oral hearing.

The increase in assignment recording fee is clearly out of line. In Mr. Federico’s
article, on page 731, it is indicated that the present fees substantially cover the
cost of recording assignments. It is my feeling, therefore, that an increase in
recording fee to $5, with $1 for each additional two pages or less and $1 for each
additional registration or patent, is adequate to cover the cost of this service.
The same is true with regard to trademark recordations.

At the time Mr. Federico made his survey, the fees for trademark registrations
were insufficient to cover the cost of this operation. It is my feeling that the
increase from $25 to $35 in the filing fee is still insufficient. Since registration
is primarily for the benefit of the registrant, it is my feeling that he should pay
the cost of this service. Since the present fee was fixed in 1947 and the value of
the dollar has depreciated very considerably since that time, I would consider
that a fee closer to $50 for filing would be more in line.

I am unalterably opposed to the maintenance fee provision of the bill. It is
my feeling that once an applicant had paid for the examination and issuance of his
patent, he should not be taxed for the right to hold it. If the patent yields him
income, the income is taxed by the Government. If it does not yield him any
income, the proposed bill would not tax the patent holder. It seems to me there
would be more justification for taxing the patent in the hands of the man who
did not use it to derive income, since the Government is getting no benefit in the
way of additional money from the patent. In fact, the Government is encour-
aging a man not to use his patent since by so doing he does not have to pay the
Government any money.

Moreover, the provisions of the bills under which the holder of a patent who did
not derive benefit therefrom commensurate with the maintenance fees would be
excused from payment of the maintenance fees, would place an onerous burden
on the holder of a number of patents who licensed the entire group of patents to a
licensee in a specific field. Since the licensor would not know which patents the
licensee was operating under, if any, the licensor would not know whether he was
required to pay the maintenance fee to the Government or not. As a specific
example, suppose A owns 100 patents which he licenses to B. B pays A $9,000
in royalty. The question is, Does A owe the Government any money in order to
maintain these 100 patents after the first 5 years?

I would be in favor of a provision which would have the effect of removing from
the register worthless patents after a reasonable time. The effect of the proposed
bill would be to establish 5 years as a reasonable time. In view of the experience
in our own company, I am not prepared to say that 5 years is reasonable. About
10 years ago we sold a patent that had 9 vears longer to run, and received a con-
siderable sum of money for it. I think that the area of maintenance fees should
be left in abeyance until we have more information of the type that the George
Washington Foundation is accumulating on patent utilization. Their survey up
to the present time indicates that practically no inventions go into use 8 years after
the date of an application, but this conclusion is based on insufficient samplings
and I think a greater cross section of patents should be sampled before any final
conclusions are made. See the Patent, Trademark, and Copyright Journal of
Research and Education, Volume 5, 1961, of the Patent, Trademark, and Copy-
right Foundation, the George Washington University, page 108, table B.

Epwarp H. Lang.
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CarPENTER, ABBOTT, CoULTER & KINNEY,

St. Paul, Minn., March 26, 1962.
Re House file H.R. 7731, 87th Congress.

Hon. EMaNUEL CELLER,
Chairman, Commiliee on the Judiciary,
House of Representatives, Washington, D.C.

Dear MR. CELLER: The proposed act that is involved in the above file con-
cerns Patent Office fees.

Our committee wishes respectfully to advise that it approves nominal increases
in the cost of procuring patents, but that it does not believe that there should be
any taxes or other charges against patents after they have issued.

We will not be able to appear in person and would therefore request that the
present letter be included as part of the record of your committee’s work in this
matter. If the record is printed, we would also ask that you kindly supply us
with a copy.

Very truly yours,
MARK SEVERANCE,
Secretary, Commiltiee on Patent, Trademark and Copyright Law, Minnesola
State Bar Association.

CaLiroRNIA REsearcH Core.,
San Francisco, Calif., March 18, 1962.

Re H.R. 7731, proposed legislation for renewal taxes and increased fees on patents.

Hon. Epwin E. WiLLIs,
Chairman, Subcommitiee on Palents, Trademarks, and Copyrights and Revision of
the Laws, House Commiltee on the Judiciary, Washingion, D.C

Sir: The above bill proposes to raise patent fees to $90 and to add maintenance
taxes of $900. Thus, the cost for Patent Office charges would be increased from
the present $60 to $990—a change to 1,650 percent of the present patent fees.

This tremendous increase in costs, in my opinion, could only result in a de-
pressing effect on the filing of patents. I am sure most large companies would
cut down on their patent filings, and it would be particularly detrimental to small
businesses and individual inventors. It seems to me that the stimulation of
inventions and subsequent filing of patents which result in more business ventures
is & much more fruitful source of tax income.

The early disclosure of ideas through patents, and the resultant freedom to
publish in the technical literature after patents are applied for, promotes the
progress of science. Early disclosure of ideas benefits the public as published
ideas are used as a springboard to improved technology as well as to entirely
new approaches. There are many examples of patents which have never been
commercialized by the inventors but, through publication, other companies have
become interested, bought the patent rights, and used the ideas in commercial
ventures. Without publication the technology would remain for all practical
purposes a secret and never reach the commercial stage.

The large increase in costs proposed is said to be based on the desire to make
the Patent Office self-supporting. However, to make inventors support the full
costs of the Patent Office operations is contrary to the widely accepted principle
that where the public shares the benefits, the public should share in the costs.
Clegrly, the public benefits from the patent system through the early disclosure
of ideas.

We would have no objection to the raisinz of patent fees to 360 but we par-
ticularly object to the innovation of maintenance taxes on patents. Such taxes
appear to be a new revenuc-raising device without assurance that the funds
generated would be used to support the Patent Office. The exemption provision,
coupled to the proposed mainten:ance taxes, provides for deferring the taxes for
a while if the patentee can prove he reccived no benefit from the patent. This
«xemption would be difficult and costly for both the Government anrd the patentee
to administer on aceount of the complexities of keepins; records, such as on paten-
ted inventions which are capable of being used as part oi an apparatus or process.
I believe the recordlkeeping would be most burdensome to the individual inventor
and the small companies, who would also then be most hurt by maintenance
taxes. Hence, the merit in the so-called exemption is questionable.

In summary, we believe that raising patent costs to 1,650 pzrcent of the present
fees is unreasonable and contrary to the best interests of the genersl public. It
would tend to discouraze public disclosures of ideas and inventions and to cause a
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shift to technical developments on a ‘‘trade secrets’’ philosophy. We especially
object to the proposed maintenance tax feature since it establishes the precedent
of taxing patents. Such a tax would be difficult to administer if applied fairly,
and present taxes on profits already reach to the beneficial use of patented in-
ventions. Taxes on patents, if once enacted into law, would not be limited to the
needs of the Patent Office. Such taxes would become merely another burden on
potential inventors and would tend to discourage inventions.

It is our understanding that a hearing on this matter has not been scheduled
yet. We request that this letter be put into the record at such time as the hearing
is held.

Yours very truly,
R. L. Lyman.

Tue CHIcAGO BAR ASSOCIATION,
Chicago, Ill., February 23, 1962.
Hon. EManveL CELLER,
Chairman, Judiciary Commitiee,
U.S. House of Representatives, Washington, D.C.

Dear Mr. CeLLER: The board of managers or the Chicago Bar Association at
a meeting on February 22, 1962, adopted the enclosed report of its committee
on patents, trademarks, and trade practices. This action by the board caused
the report to become the position of the Chicago Bar Association.

We hope thats the report will be helpful to your committee in the consideration
of the proposed legislation,

Respectfully submitted.

R. H. Cain, Erxecutire Secrelary.

CHicAGo BAR AssociaTION—COMMITTEE oN PATENTS, TRADEMARKES, AND TRADE
PRACTICES

This is a report on H.R. 7731, introduced June 19, 1961, by Mr. Celler and
presently before the Committee on the Judiciary.

The bill calls for increases in the fees of the Patent Office for the filing and issu-
ance of patent applications and for other services provided by the Patent Office.
In addition, the bill creates a new burden for inventors and companies who carry
on research. It introduces a completely foreign practice into our patent system,
the payment of graduated maintenance fees on issued patents.

We are opposed to H.R. 7731 in its present form because we believe that the
concept of maintenance fees is not in public interest, but we would not oppose a
bill which provides for the Patent Office fee increases of H.R. 7731.

The Patent Office fees for filing of applications and issuance of patents have
been unchanged since 1932. At the time of the adoption of the present fee sched-
ule, fees accounted for a substantial portion of the budget of the Patent Office and
the filing and issue fees contributed the major share of the revenue. At the
present time these fees represent about one-third the cost of the Patent Office
operation.

The Bureau of Budget, under a program stated in 1946 and continued through
the Eisenhower administration, has been striving to establish fees for special
services rendered to individuals which are commensurate with the cost of furnish-
ing the service. Bills seeking to raise the Patent Office fees have been introduced
before several Congresses, but have not met with success.

It is the feeling of this committee that the charge for special services, primarily
for benefit of the one requesting the service, should be such that the cost of the
service is completely recovered. This applies to such matters as recording of
assignments, provision of copies of documents, and the like.

The principal expense in the operation of the Patent Office is involved in the
processing and examination of patent applications. Strict and thorough exami-
nation is fundamental to the U.S. patent system. This examination seeks to
insure to the inventor only the protection to which he is entitied while preserving
all rights which belong to the public. Without the examination procedure, our
gatent system could not have made its great contribution to our national economy.

While a patent may provide some measure of private benefit, the inventor makes
a full disclosure of the invention for the benefit of the public. Accordingly, it is
the position of the committee that the fees for filing an application and issuing
a patent should not be equated with the cost of the examining operation of the
Patent Office. However, in the interests of fiscal responsibility, we are not
opposed to the increases in the Patent Office fees proposed by this bill.
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The bill’s further provisions for periodic patent maintenance fees similar to
the taxes levied on patents by many foreign countries are objectionable. The
graduated fee schedule ranges from $100 at the expiration of the 5th year of the
patent and $300 at the expiration of the 13th year of the patent. If the fees
are not paid, the patent terminates. The maintenance fees may be deferred in
the case of an individual inventor who has not obtained from the patent an
amount equal to the fee due. This committee is strongly opposed to the concept
of maintenance fees applied to patents.

We believe that the imposition of maintenance fee will reduce the incentive to
file patent applications which make available a full disclosure of technical infor-
mation that is often developed at high cost. Consider, for example, a manu-
facturing process which is not indentifiable from the finished product. There is
scant incentive for patenting such processes now, and the additional tribute re-
quired by these fees will certainly cause many of them to be kept secret. This is
true also of products that are not immediately planned for production. This
will result in an increase in the number and type of matters which are kept secret,
and a decrease in the technical information available to future workers, hamper-
ing the scientific progress of our national economy.

If an invention enjoys commercial success, the user of the invention presum-
ably makes profits which are subject to income tax. 1In this manner, successful
inventions contribute substautially to the Federal revenue. A further contribu-
tion by way of maintenance fees on the patents themselves is unwarranted.

In those foreign countries which impose fees of this type, a large portion of the
patents are granted to foreigners, and the maintenance fees are one means of
securing revenue which would not otherwise be paid by the foreign patent owner
who does not pay local income taxes on royalties received. This situation is not
true in the United States, where only a small portion of the patents are granted
to foreigners. Furthermore, the increased clerical work required by the Patent
Office and patent owners to maintain the necessary maintenance fee records would
materially reduce the net increase in revenue to the Federal Government.

STATEMENT oF CHAUNCEY P. CARTER, ATTORNEY AND COUNSELOR, WASHINGTON,
D.C, wite Respect 1o H.R. 10966

It is generally agreed among trademark owners and attorneys that it is appro-
priate to revise official trademark fees to meet the estimated cost of the trademark
operation. With respect to patent fees, however, there is no such unanimity of
opinion, and this fact, together with the fact that the official proposals for increases
of patent and trademark fees are always presented in a single bill, has prevented
the enactment of any increases for trademarks or patents in recent Congresses.

If an equitable proposal for revising trademark fees to make the trademark
operation self-supporting is presented separately from any proposal with respect
to patent fees, it is believed that corresponding legislation can be had promptly
with immediate increase in return to the Treasury.

With a view to such procedure, I have prepared and annex hereto a proposed
bill dealing only with trademark fees. The principal difference between the
schedule in this bill and the schedule in H.R. 10966 is that the present bill increases
the original application for registration fee only 20 percent instead of 40 percent
to $35. The corresponding loss of revenue, however, amounting to approximately
$125,000 is made up in the annexed proposal in two ways, (1) by fixing for various
procedures fees larger than, or in addition to those prescribed in H.R. 10966, and
particularly the fees for recording assignments and for proceedings before the
Trademark Trial and Appeal Board which entail so much official expense due to
the rank of Board members and the substantial records involved in these proceed-
ings, and (2) by making applicable immediately, rather than 5 years hence, the
fee for processing affidavits under section 8 amounting to more than $150,000 per
year. It appears to be the position of the Patent Office that since the Lanham
Act provides that a registration may be canceled if within the sixth year the
registrant fails to file an acceptable affidavit relating to use of the mark, and since
the act did not provide any fee for processing such affidavits, it is not now con-
stitutional to impose such a fee on registrations heretofore issued or qualified
under that act. (The Office has been charging a fee of $1 for searching the title
of registrations when such affidavit is filed.) There appears to be no constitu-
tional prohibition against establishing a charge for services theretofore officially
rendered gratis, and it is believed there is considerable precedent in the Patent
Office for doing so, if not in H.R. 10966. For instance the Patent Office proposes
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an increase of from $10 to $15 for issuance of new certificate of registration follow-
ing as ignment, for certain certificates of correction, disclaimer or amendment.
If the charge for filing an amendment of an existing registration can be increased
during the life of the registration how can it be said that the present charge of $1
in connection with an affidavit under section 8 cannot be increased to $10?

It is believed that the annexed bill more nearly reflects the costs of the various
trademark operations and will be less inequitable to trademark claimants than
the official proposal which aims to put the heaviest burden on those who have just
commenced the use of a trademark and are least able to bear an increased
payment.

(H.R. , 87th Cong., 2d sess.}

A BILL To amend section 31 of the Act approved July 531%46 (ch. 540, 60 Stat. 427; U.8.C. title 15, sec. 1113)
as amende

Be it enacted by the Senate and House of Representatives of the United States of
America in Congress assembled, That section 31 of the Act approved July 5, 1946
(ch. 540, 60 Stat. 427; U.S.C,, title 15, see. 1113), as amended, is amended to
read as follows:
h“(aA.) The following fees shall be paid to the Commissioner of Patents under
this Act:

“On filing application for registration of a mark, for each class of goods or
services, $30;

“On filing application for renewal of registration for each class of goods or
services, $25;

“On filing affidavit under subsection (a) or (b) of section 8, $10;

“On filing petition for revival of abandoned application, $15;

“On filing notiee of opposition to an application, $50;

s “For each additional application of same applicant identified in the same notice,
10;

“On filing application for cancellation of registration, for each class of goods or
services, $50;

“For each additional registration of same registrant identified in the same
application, for each class of goods or services, $20;

“QOn filing appeal under section 20, $35;

“On filing application for amendment or disclaimer in part under subsection (d)
of section 7, $20;

“On filing by registrant of certificate of registration for surrender, cancellation
or disclaimer in whole under subsection (d) of section 7, $5;
$2“On filing request for certificate of correction under subsection (g) of section 7,

0;

“For printed copy of drawing and statement referred to in subsection (a) of
section 7, 10 cents;

“For recording any instrument of not more than six pages affecting the title to
an application or registration, $20;

“For each additional 3 pages or fraction thereof in such instrument, $5;

“For each additional application or registration affected by such instrument,
310;

“On filing affidavit under subsection (c¢) of section 12, $10;

“Provided, that all of the foregoing fees shall be inclusive of any required
search or examination of official records of the Patent Office.

“(b) The Commissioner may establish charges for copies of records, publica~
tions, and for certifying the same, as well as for authorized services not specified
in subsection (a) and may refund any sum paid by mistake or in excess.”

REsoLuTION

Whereas the Celler bills H.R. 7731 and H.R. 10966 propose an increase in Patent
Office fees and charges; and

Whereas the Celler bills H.R. 7731 and H.R. 10966 also introduce an innovation
which is in the form of taxation of patents labeled ‘“Maintenance fees,”” heretofore
unknown to patent statutes in the United States: Now, therefore, be it

Resolved, That the patent, trademark and copyright section of the State Bar
of Texas opposes all provisions for taxation on patents and including, but without
limitation to, the maintenance fees and the discriminatory maintenance fee
deferral provisions of the Celler bills H.R. 7731 and H.R. 10966; and be it further

Resolved, That the patent, trademark and copyright section of the State Bar
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of Texas opposes all other provisions of Celler bill H.R. 10966 as they differ from
provisions of Celler bill H.R. 7731; and be it further

Resolved, That the patent, trademark and copyright section of the State Bar
-of Texas reaffirms its endorsement of the provisions of the Celler bill H.R. 7731,
pertaining to an increase in other Patent Office fees and charges.

CHAMBER OoF COMMERCE OF THE UNITED STATES,
Washington, D.C., April 27, 19682.
Hon. EpwiN E. WiLLIs,
Chairman, Subcommittee on Palents, Trademarks, Copyrights and Revision of the
Laws, House Judictary Committee, Washington, D.C.

Dear Mgr. Winris: The National Chamber urges your subcommittee to
recommend a realistic schedule of fees which would enable the Patent Office to
be self-supporting. H.R. 10966, now being considered by you, would substantially
increase such fees, but would not provide sufficient revenue to recover all Patent
Office costs.

The Chamber believes that whenever practicable, the costs of Government
programs, which provide special benefits to identifiable groups or individuals in
%xcesf? of benefits to the general public, should be borne by those receiving the

enefits.

The Patent Office does provide special benefits to inventors, applicants for
patents and holders of patents. We believe they should bear the cost of the
patent system. For many years they did. The Patent Office was self-supporting
over a large part of its existence. However, the fee structure instituted in 1932,
and designed to maintain a balance between income and expenses at that time,
has been woefully inadequate in the face of increases in operating costs since
approximately 1940.

A table of income and operating costs of the Patent Office, submitted to your
subcommittee by the Commissioner of Patents, is a graphic portrayal of the
inadequacy of the out-of-date fee structure. In the period 1900 to 1940, income
from fees actually exceed operating costs in 22 years, and in the same 41-year
period only 5 years show income of less than 90 percent of costs.

Cost recovery has eroded rapidly since 1940; it has not again reached 90 percent.
In a steady decllne, it has dropped to 32 percent in 1961 and is estimated at 31
percent in the current year.

It is true that income from fees has increased 77 percent—3$4.3 million in 1940
to $7.6 million in 1961. But operating costs in the same years increased 413
percent—3$4.6 million in 1940 to $23.6 million in 1961. Substantial increases in
personnel costs (including eight general pay raises since 1945) and printing and
reproduction costs have left fee collections far behind.

The chamber is of the firm opinion that under existing rates the general public
is subsidizing the specific beneficiaries of the patent system. It strongly recom-
mends enactment of legislation which would provide for recovery of the costs of
the Paten, Office by means of an equitable fee sys‘em.

We urge your favorable consideration of this letter. Also, I will appreciate it
if you wil! include this in the record of hearings on H.R. 10966.

Sincerely vours,
TreroN J. RicE,
Legislative Action General Manager.

STATEMENT OoF JoEN W. ANDERsON, PRESIDENT, NaTioNnaL PaTenT CoOUNCIL

My name is John W. Anderson. My residence is 578 Broadway, Gary, Ind.

I speak in behalf of National Patent Council, of which I am president, and of
the smaller manufacturers of America who, since the organization of that council
in 1945, have supported it. I speak in behalf of the Anderson Co. of Gary, Ind.,
of which I am founder and president. My company manufactures improved and
I;i)alt;ianted devices for original equipment and replacement, in the automotive

eld.

I speak, in the broadest sense, in behalf of the American people—of this and
oncoming generations. I presume so to speak because of the clear intent of our
Counstitution that:

“The Congress shall have Power . . . to promote the Progress of Science and
useful Arts, by securing for limited Times to Authors and Inventors the exclusive
Right to their respective Writings and Discoveries;”’.
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Not only does that provision of our Constitution establish clearly its intent.
It expressly directs Congress as to the means by which effect is to be given to the
intent of the provision.

Over many years I have striven for words with which to arouse the leadership of
American industry and of the three constitutionally established divisions of our
Government to the frightening fact that radical departures from the clear intent
of our Constitution, as it relates to our patent system, are steadily weakening
that system and its power to continue to induce, within our citizenry, that crea-
tive diligence from which our economy has attained its phenomenal growth—and
its power to bury, under its relentless waves of industrial achievement and re-
sultant wealth, the effects of our most serious social, industrial, and economic
errors.

My instant statement is directed to another deterrent to inventive incentive as
encompassed in H.R. 10966, to increase Patent Office fees.

Nothing is said in the Constitution about levying a deterrent tax upon in-
ventors—who, during the period when fees must be paid by them to the Patent
Office—usually are unable to pay them out of any special benefits which have
been conveyed them. TUsnally those fees are assessed at a time when the inven-
tive project is nonproductive—and when there is no positive assurance that it ever
will be productive to the inventor.

It seems rather that the constitutional concept of our patent system is that the
chance for a patent is offered as an inducement, to those capable of inventive
dilizence, and to those who finance their inventions, to make whatever sacrifices
may be necessary as they seek the uncertain rewards of patent protection. It is
thus that the patent system is intended to ‘“promote the progress of science and
useful arts.” At the initial stage special benefits to the inventor remain highly
speculative—and usually are conditioned upon ultimate patent protection ade-
quate to induce others to risk their savings in providing capital by which to pro-
duce and distribute the invention.

Men of industry have dealt constantly, over the vears—with the problems of
inducing men capable of invention to consecrate themselves to the relentless
studies and efforts usually required to produce a result of value to the public.
Watchful men long have feared that Government has grown so absorbed in the
growing problems encountered in disposing of the ultimate fruits of invention-—
manifested in taxes—as to have become somewhat insensitive to the incentives
which impel men to invent—and others to finance the reduction of inventions
to service to the publie.

Many thoughtful men of industry are gravely concerned today at the prospect,
already well in process, that Government, by restrictions and compulsions, will
dry up the fountainheads of invention so that our economy will have lost its phe-
nomenal capacity for growth.

That tremendous industrial growth, which in turn has served as the seedbed of
all our cultures, many foreign nations are striving hard to equal or surpass. Men
closest to the problem fear that growth in America will subside and our strength
for survial will decline and disappear—unless we at once remove lately imposed
compulsions that have closed vast fields to the inventor and manufacturer—and
cautiously refrain from imposing even the slightest further burdens upon our
inventors.

Only because of that vision of our Founding Fathers which gave us our con-
stitutional basis for our patent system have we had our phenomenal growth in
strength for national security. Only because of the productivity created by our
patent system have we been possessed of the plenty which, up to now, has served
our needs and supported our wastes.

Since our needs must grow—and since We cannot with certainty stop our wastes,
should we not, before we reach the point of no return, restore the capacities of
our patent system to ‘“feed free enterprise’’ for growth of strength for national
security?

By adoption of House Joint Resolution 554—appended to this statement—this
Congress can give great encouragement to the inventors of America—and to those
who finance the patenting, production, and distribution of their inventions.

The functioning of our patent system, unlike achievements in basic research,
is so nonspectacular as to have kept our legislators and the public but little
advised as to the tremendous forces developed, in the aggregate, by our patent
system. : )

If every citizen could ke interested once to undertake to name a single product
of America that has not been made better or cheaper because of one or more
patented inventions embtodied in it or in the equipment and processes employed
in its production and distribution, we would surely have a patentwise public
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that would diligently defend our patent system against any additional burdens or
encroachments. Try it, and you will soon know that America’s strength roots
in our patent system and in our other institutions that provide for the citizen
incentives that serve the whole of us.

In America our patent system feeds free enterprise. It can do that success-
fully only in whatever enterprise remains free.

This council believes that H.R. 10966 should be defeated and that House
Joint Resolution 554 should be adopted. This council prays that the patent
system and our economy in general will not be subjected to the depressing psy-
chology of an increase in Patent Office fees—in this critical period when we need
to avoid all influences depressive of the incentives intended by our Constitution
to be provided for inventors—to ‘“promote the progress of science and useful
arts.”

Respectfully submitted.

Jno. W. ANDERsoN, President.

{H.J. Res. 554, 87th Cong., 1st sess.]
JOINT RESOLUTION To avoid suppression of inventive diligence in America

Whereas it has long been recognized by subversive alien agencies that the
United States patent system is the ‘“nerve center’’ of our industrial economy and
makes indispensable contributions to our national security, and

Whereas vast research organizations of Government, and of industry subsidized
by Government, are constantly advancing our knowledge of basic forces applicable,
both beneficially and destructively, to our Nation and to the world, and

Whereas, since invention is a function of the individual and never of a corpora-
tion, the implementation of those great forces, as traditionally has been true of
applications of the power inherent in waterfalls, steam, electricity, and fuel com-
bustion, depends in important measure upon the creative diligence of individual
inventors, working either singly or in cooperation with smaller business organiza-
tions not receiving governmental grants or assistance, organizations perhaps
depending upon their patented devices for growth against entrenched competition,
and

Whereas the impetus for growth of facilities for production, transportation,
and communication in America, and for the growth of employment incidental to
their expanding operations, roots in ineentives to create, produce, and distribute,
generated by our patent system, and

Whereas the greater part of the taxable income of American enterprise today
has resulted directly from incentives provided by our patent system to invent,
develop, and produce new devices, methods, and compositions of matter useful
to our people, and

Whereas such inventions, originating in America, have contributed more to the
advancement of underprivileged people of backward nations than has been, or
can ever be, accomplished by vast gifts to them, however designated, and

Where any further act or omission by this Congress that would result in dimin-
ishing the incentive offered by our patent system to invent, finance, produce, and
distribute new and better produects would certainly be contrasted in history with
the generosity of Congress in this period toward vitalizing the economies of foreign
nations against whose future hostility we cannot be assured, and

Whereas some of our most beneficial inventions have come from individuals
who were hard pressed to provide the money necessary to support them in their
inventive work and to pay the governmental and professional fees necessary to
secure to themselves the rights to their inventions, without which security their
creative diligence would not be sustained, and

Whereas in these days of high taxation, which adds also to the problems of
inventors, it is in the interests of our Nation that we provide for inventors en-
couragement through all reasonable relief from financial discouragement, and

Whereas, except for one condition, our Government could well afford to pay
out of funds available from general taxation, all the costs of maintaining, improv-
ing, and operating the United States Patent Office, that condition being that
excent for token governmental fees to be paid in the process of securing a patent
the Patent Office would no doubt be engulfed by profitless patent applications for
frivolous inventions, and

Whereas, in these days of extraordinary urgencies for new and enlarged sources
of tax income, there is danger that our prime sources of incentive for creative and
productive propulsion in our economy may be critically depleted or inadvertently
restricted, to the end that a basic and vital stimulus to our growth and security
may be depressed, thus to endanger our future security, and
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Whereas a single invention implementing but one of the vast forces discovered
by our massive efforts in basic research may, as in the past, contribute importantly
to the survival of our way of life: Now, therefore, as a gesture of encouragement
by this great Nation, to those largely unsung individual inventors who have
contributed so much to our national growth and security, and as a means of
reducing somewhat their financial burdens in the process of procuring patents
on their inventions,

Resolved by the Senate and House of Representalives of the United Stales of America
in Congress assembled, That items 1, 2, and 4, respectively, in subsection (a) of
section 41 of title 35, United States Code, are amended to read as follows:

“l. On filing each application for an original patent, except in design cases,
$25; in addition, 81 for each claim presented at any time which is in excess of
twenty claims in the case.

“2. On issuing each original patent, except in design cases, $25, and $1 for
each claim in excess of twenty.

4. On every application for the reissue of a patent, $25, and $1 for each claim
in excess of twenty which is also over and above the number of claims of the
original patent.”

All other fees provided for in subsection (&) of section 41 of title 35, United
States Code, shall remain as stated therein.

STATEMENT OF FRiTz G. LanmaM, REPRESENTING NATIONAL PaTEnT CoOUNCIL

Mr. Chairman and members of the subcommittee, my name is Fritz G. Lanham
and my home city is Fort Worth, Tex.

It is my pleasure to represent the National Patent Council, a nonprofit organi-
zation of smaller manufacturers devoted to the preservation, the protection, and
the promotion of our American patent systcm, which has been the basis of so
much of our country’s progress and prosperity. And let us bear in mind that in
a great many instances small business enterprises are absolutely dependent upon
patents of independent inventors for their successful operation.

May I say also that for 25 years I was a member of the standing Committee on
Patents, Trademarks, and Copyrights of the House of Representatives. The
knowledge gained in that experience is of further service in prompting me to
oppose vigorously the enactment of H.R. 10966 now pending before yov to
increase fees of the Patent Office.

In my judgment, a proper designation of this measure could well be a bill to

discourage further the activities of our creative citizens from undertaking
discoveries that would promote our country’s progress in science and the useful
arts.
This bill indicates a misunderstanding of the purpose of our patent system and
is based upon premises that are not tenable in keeping with that purpose. The
patent system was designed to enable inventors, with as little restriction as
possible, to prosecute their beneficent labors for our progress and prosperity.
We all realize that some patent fees are necessary to prevent crackpots from
interfering at will with the normal operations and activities of the Patent Office,
but existing fees are adequate to assure by their payment the confidence of
applicants in the merits of their discoveries.

Bills similar to the pending one have been considered through three or four
Congresses, but fortunately have failed of passage. Away back in 1947, Mr.
Thomas F. Murphy, then the Acting Commissioner of Patents, testified: “If
fees are raised, we will have less applications coming in. Therefore, the small
inventor, possibly, will be the one that would be squeezed out.” Representative
Horan then inquired: ‘“What would squeeze the small inventor out?”’ And
Mr. Murphy replied: “The cost of filing applications. That is the thought of
many. If we increase costs, then the man with little money will not be able to
file applications, as he would if fees were low or if the service were free.”

And these so-called small inventors with little money, gentlemen, have been
the source of many of our basic discoveries. Such instances could be cited in
great number. Do we wish to discourage the further efforts of such inventors to
be helpful to our country by diminishing their incentive as this bill proposes?
The constitutional provision concerning patents was designed to protect them.
It recites that the power of Congress in promoting the progress of science and the
useful arts should be exercised ‘“‘by securing for limited times to authors and
inventors the exclusive right to their respective writings and discoveries.” It
is evidently our constitutional duty, therefore, to make them secure for limited
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times”in the use of their exclusive right. Is it either logical or patriotic to
qm}t}a&d the Constitution by proscribed legislative enactment to deny them that
right?

The pending bill, like others of its kind heretofore considered, seeks to make
the Patent Office through its fees, contrary to general governmental policy, suffi-
ciently revenue producing that this agency may be self-supporting. Why, as
recently as 1957, the then Secretary of Commerce stated with reference to a
similar bill that ‘““the purpose of the proposed legislation is to place the Patent
Office on a wholly self-sustaining basis. And another Secretary of Commerce
statement was that the purpose of such legislation was ‘“‘to effect a greater re-
covery of costs from special beneficiaries of this Government program.”

Patentees special beneficiaries of the Government? Can you imagine a more
shocking instance of mistaken identity? Why, on the contrary, the Government
is a special beneficiary of the discoveries of the patentees. A very great bulk of
governmental revenue is derived from industries, large and small, established—
and jobs created—through the discoveries of these ¥atentees.

A patent is not a gift from the Government. he inventor makes a gift to
the Government. A patent is something the inventor has earned and is entitled
to receive under the constitutional provision and its issuance is simply an acknowl-
edgment by the Government of a gift the inventor has made for the benefit of
the people of the country and for the Government itself.

Now what is the congressional and governmental attitude concerning the other
Federal departments and agencies? Do we expect them to be wholly self-sus-
taining or even largely so? You gentlemen know very well that we have no such
policy and shouldn’t have.

So it becomes appropriate to ask what becomes of all this revenue the Govern-
ment receives through the use of patents? You know the answer as well as I do.
It is passed out through appropriations to various governmental departments
and agencies that exist and carry on through governmental bounty and that make
no corresponding contributions to the revenue of the Government. The pending
bill propozes that we require applicants for patents to pay three-fourths of the
Patent Office budget. To put this additional burden on patent applicants to
enable the Government to distribute with greater ease the bounty it bestows upon
others would seem unfair.

Remember that we are here dealing with our patent system which from the
very beginning of our Government has been a fundamental institution of our
national policy. Let us return to and adhere to its original purpose of providing
adequate incentive to those who labor diligently to make discoveries for our
progress in science and the useful arts.

Now the pending bill recommends that, in addition to the expense of an appli-
cant for patent in all his labor and costly research and usually the payment of a
fee to a patent attorney to prosecute his claim, he must pay the Government what
is called maintenance fees before the 5th, 9th, and 13th anniversaries of the issue
date of his patent. Let me inquire what maintenance fees the Government is
recommending for lawyers and doctors and others of many categories who carry
on their useful work? The patentees pay their income taxes for what they re-
ceive, just as all of us do, but what logical reason can there possibly be to assess
this extra income tax against these benefactors so largely responsible for all our
progress? Call it what you please, but in essence it is an unjustifiable increase in
their income taxes not applicable to our citizens in general.

Alas, the inventor. Such legislative proposals as the one now pending advise
that we should continue to discourage him. Already there is existing law to warn
him that, if he creates something useful for national defense, a term so compre-
hensive that it includes practically everything, the Government will take his
patent from him and deny him the fruits of his discovery. On the contrary, the
Government will give it to some contractor who had nothing whatever to do with
the discovery upon which the patent is based.

And now the adoption of the pending bill would make it still less beneficial to
a patentee to carry on his useful labors. Such labors led to the undoubted erst-
while pre-eminence of our country, but many contend that in several important
fields of discovery we are now running second to a totalitarian regime. Whether
or not that is true I do not know, but I do know that we cannot continue to be
preeminent if we destroy the incentive of those upon whom we must depend to
achieve and hold that preferred status.

In conclusion, let me cite a little Scripture which by way of reverent paraphrase
seems pertinent. In I Kings XVII we are told that in a long period of drought
Elijah was admonished to dwell by the brook Cherith and to drink of the brook

84863—62——11
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and be fed by the ravens. We are told in that Holy Writ, ‘“‘And it came to pass
after a while that the brook dried up because there had been no rain in the land.”
I hope and pray that it may never be a fitting paraphrase of that Scripture to say
of the work of the creative citizens of our country, “And it came to pass after a
while that the source of our inventive progress dried up because there was no
incentive in the land.”

May I commend to your serious study in this regard another measure pending
before your committee with reference to this situation, but which I regret to say
evidently is not being considered. I refer to House Joint Resolution 554, ‘“‘To
avoid suppression of inventive diligence in America.”” It recites the forceful
reasons for its introduction and provides for some slight decrease in certain patent
fees that would, if enacted, bring cheer to our discouraged inventors and inspire
them with new courage to carry on actively their beneficent study and research
for the progress of our country.

I thank you very much for your patient hearing.

Law OrricEs oF WorrForRD & RICHARDS,
Fort Worth, Tex., April 13, 1962.
Re H.R. 10966.

Mr. EMANUEL CELLER,
Chairman, Commitiee on the Judiciary,
House of Representatives, Washington, D.C.

Drar Sir: In relation to the Patent Office fee bill to be considered by your
committee later this month, I have studied same and submit the following com-
ments for your consideration.

I have been engaged in the practice of patent law for the past 15 years. The
first several years of my practice were in the patent department of a large corpora-
tion. For the past several years I have been engaged in private practice repre-
senting small corporate clients and individuals.

While I can appreciate the desire on the part of the administration to make
every department of Government self-supporting to whatever extent may be
reasonable in the particular case; at the same time, however, I feel that it is most
important that this consideration should not be allowed to overshadow some
other even more important considerations. Certainly the desire to make a par-
ticular Government function self-supporting, should in no case be allowed to even
approach a defeat of the basic purpose for which that Government function was
established. It should be remembered that the U.S. patent system was estab-
lished pursuant to authority found in article I, section 8 of the Constitution,
wherein its purpose is clearly set forth.

I feel very strongly that the Patent Office fee bill as proposed by H.R. 10966
would have a dangerous and far-reaching effect on our patent system. Specifi-
cally, the proposed legislation would require an additional fee of $10 for each
independent claim in excess of one. No significant invention can be protected
adequately by only a single claim. The proposed legislation is tantamount to a
requirement that the applicant either resort to dependent claims (which deny
flexibility and are not satisfactory in most instances) or pay dearly for the ade-
quate protection to which he is entitled for his invention.

Further, a fee of $10 for each sheet of specification and drawing is unrealistic.
In the first place, it invites the applicant to drastically limit the extent of dis~
closure to the public. Secondly, it compounds the cost to the applicant to an
unreagsonable extent.

The proposed fee bill would require an applicant in a typical average case
(having one sheet of drawings, three sheets of specification, and five independent
claims) to pay total Patent Office prosecution fees of at least $160, as opposed to
the present $60. At the same time, fees received by the attorney prosecuting
this same average case (assuming two office actions) should not exceed $150.
Furthermore, the nature of practice before the Patent Office requires the attorney
to do a far greater portion of the prosecution work than that which is required of
the Patent Office examiner. From this example (and believe me, it is a typical
one), it is readily apparent that the proposed fee increase is totally unrealistic,
onerous, and emasculating. .

If it were actually the desire of those sponsoring this legislation to destroy our
patent system, then I would certainly say that the proposed fee bill takes a long
step in that direction.
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Needless to say, I am also very much opposed to the maintenance fee provisions
of the proposed legislation for so many reasons that it would burden this letter
to tell you about them.

I will appreciate your careful consideration of the foregoing, and I would be
glad to furnish any further information that may be helpful for your consideration
of this matter.

In conclusion, I submit that while a reasonable fee increase may be in order
and would not be objectionable to most applicants, yet it i3 most important that
such fee increase be kept within limits that will not result in any reduction in the
effectiveness and usefulness of our patent system. Finally, I submit that this
country owes its greatness to free incentives; that such incentives are being
seriously attacked on many fronts, and that such attacks must be opposed on
every front.

Very truly yours, Wi T. W
M. T. WoOFFORD.

DaLvras-FORT WORTH PATENT ASSOCIATION,
April 2/, 1968.
Mr. EmManueL CELLER,
Chairman, Committee on the Judiciary,
House of Representatives, Washington, D.C.

Sir: Enclosed is a resolution pertaining to H.R. 7731 and H.R. 10966 which
has been adopted by the Dallas-¥ort Worth Patent Association. This is to make
of record this position, requesting that it be given consideration in connection
;vith hearings and studies conducted by your committee relative to Patent Office
ees.

Very truly yours
’ D. CarL RicHARDS, President.

REsoLuTION

Whereas the Celler bills, H.R. 7731 and H.R. 10966, propose an increase in
Patent Office fees and charges; snd

Whereas the Celler bills, H.R. 7731 and H.R. 10966, also introduce an innova-
tion which is in the form of taxation on patents labeled ‘‘Maintenance fees,”’
heretofore unknown to patent statutes in the United States: Now, therefore, be it

Resolved, That the Dallas-Fort Worth Patent Association opposes all provisions
for taxation on patents and including, but without limitation to, the maintenance
fees and the discriminatory maintenance fee deferral provisions of the Celler bills,
H.R. 7731 and H.R. 10966; and be it yet further

Resolved, That the Dallas-Fort Worth Patent Association opposes the other
provisions of the Celler bill, H.R. 10966, pertaining to an increase in Patent Office
fees and charges; and be it further

Resolved, That the Dallas-Fort Worth Patent Association endorses the other
provisions of the Celler bill, H.R. 7731, pertaining to an increase in Patent Office
fees and charges.

DavrLas-Fort WorTH PATENT ASSOCIATION.

By D. CarL RicHaRDps, Chaitrman.
ApriL 23, 1962.

THE 'ToLEDO PATENT AssoCIATION,
Toledo, Ohio, April 23, 1962.
SUBCOMMITTEE 0N PATENTS,
House Commiltee on the Judiciary,
House Office Building, Washington, D.C.

GeENTLEMEN: The Toledo Patent Association respectfullv submits that, in
the best interests of the public, Patent Office fees should be based upon the actual
cost of operating the Office, and should not significantly affect procedures in the
preparation and prosecution of patent applications. Accordingly, in view of
increased costs of operation of the Office, fee increases are believed to be in order.
However, some of the new fees and increases contemplated by H.R. 10966 are
believed not to be in the best interests of the public because thev are not based
1upon costs of operation, because they are disproportionate, or because they would
tend to affect procedures.
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Our views are summarized in the following table:

Proposed fees not based upon Proposed fees which are dispro- Proposed fees which would tend

cost of operation of Office portionately increased to affect procedurs
Maintenance fees...__._.__._... | Assignment recording fee of $20, | Additional filing fee of $10 for each
almost a 7-fold increase. independent claim in excess of 1.
Appeal fee of $100 if there is an oral
earing; $50 If not.

We also believe that so major a procedural change as issuance of a patent forth-
with after allowance of an application has no proper place in a fee bill, and has
serious consequences which should militate against its adoption.

A more detailed discussion of these several points is attached.

Respectfully submitted.
By Danier D. MasrT.

DiscussioN

The Toledo Patent Association opposes:

I. A fee of $10 for each independent claim in excess of one.

Reasons:

A. A patent frequently ean and should contain claims to several statutory
classes—processes, machine, manufacture, composition of matter, or ma-
terial—as well as to combinations and subcombinations for the same statu-
tory class, which can only be done at considerable expense under this por-
tion of the bill. Hence, those who can afford it will obtain better patent
protection than those who cannot.

B. Such fee bears no reasonable relationship to the cost of Patent Office
examination of the claims.

II. A larger increase in the filing fee if a given number of claims in independent
form are presented than if the same number of claims are presented partly in de-
pendent form.

Reasons:

A. This places an unreasonable financial burden on an inventor.

01%3' It is believed not to be closely related to operating costs of the Patent
ce.

IIT. An appeal fee of $100 with a refund of $50 if an oral hearing is not held.

Reasons:

A. No refund of the fee is to be made when the examiner is reversed at
least in part by the Board of Appeals; often an appeal would not be made if
the examiner had allowed those claims which the Board allows when the ex-
aminer is reversed in part.

B. When the examiner errs the applicant should not stand the expense.

C. The $50 cost for the oral hearing is substantially greater than the cost
to the Government of one-half hour time for each of the three members of
the Board.

D. The oral hearing often can reduce the overall time required by the
members of the Board to review and decide the issue.

IV. The almost sevenfold increase in the basic fee for recording assignments.

Reasons:

A. Any increase should be based solely on the cost of operating the assign-

ment branch of the Patent Office. .

B. This appears to be directed at corporations, perhaps on the basis that

they are more able to afford the fee.

V. The fee for a patent based on $10 for each page of printed specification and
$2 for each sheet of drawing.

Reasons: L o
A. Printing of the patent with wide dissemination is in the public interest.

B. The public should pay for the overall cost of printing by the charge
made for printed copies.
VI. The amendment to section 191 which requires the subsequent payment of
the issue fee.

Reasons: i . .
A. An unknown number of patents would be issued and printed, without

receipt of issuing fee or proposed printing fee, so that infringement investiga-
tions would require determination by attorneys as to whether or not indi-
vidual patents had lapsed.
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B. The Commissioner could issue a patent shortly after allowance of the
application, which could occur as the first action by the Patent Office, and
this would be undesirable because—

1. It could preclude amending the claims by proper phraseology that
would express the invention in the light of prior art called to the appli-
cant’s attention for the first time by an examiner’s action;

2. The applicant loses control over the decision as to whether a patent
should issue or the application should be replaced by a new application
containing a broader disclosure to insure adequate scope of protection
of the invention;

3. The procedure should have an adverse effect on foreign filing in
each country that does not adhere to the international convention and
that bars applications where there has been a publication anywhere
prior to filing in that country.

VII. The institution of maintenance fees.
Reasons:

o fé The fees bear no relationship to the costs of operation of the Patent
ce.

. B. Those who can least afford it must pass the highest ratio of fees to
income.

C. Patent licensing procedures would be unduly complicated.

D. Revenues from larger corporations would be insignificant because they
could be deducted for income tax purposes.

E. The decision on whether or not to pay the maintenance fees would be
costly because conferences with scientists and others would be required to

properly evaluate the subject patent.

NeEw JErRsEY PATENT LAw AssSOCIATION,
April 30, 1962.

Re H.R. 7731 (Celler) and H.R. 10966 (Celler).

Hon. EMaNUEL CELLER,
Chairman, Commiltee on the Judiciary,
House of Representatives, Washington, D.C.

Dear ConcrEssMaN CELLER: The Legislation Committee of the New Jersey
Patent Law Association has submitted to the board of managers of the association
a statement opposing the above legislation. This statement was reviewed by
the board of managers at their regular meeting on April 19 and the board unani-
mously approved submitting the statement to the House Committee on the
Judiciary to be included in the record of the hearings held on the two bills. Both
the legislation committee and the board of managers of our association believe
that the premises on which these bills have apparently been proposed are incorrect.

First, it appears that these bills are intended to place the Patent Office on a
more nearly self-sustaining basis because of the apparent belief that persons
who file patent applications in the U.S. Patent Office should bear substantially
the full cost of running the Office. We believe very strongly however, that the
citizens of the United States as a group are the prime benefactors of the U.S.
patent system. The tremendous growth and progress of the United States in
the last 200 years is due to a large extent to the U.S. patent system and the
incentives which it has provided to the inventive minds of our Nation. It seems
only fair that the general public which is the ultimate beneficiary of new inventions
should bear a very substantial part of the cost of running the Patent Office and
that inventors and their assignees should not be called upon to bear the full
cost. The proposed increases in fees plus the proposed maintenance fees could
very well cause many individual inventors and many corporations to refrain
from making known to the public their inventions, and instead such inventions
would either be practiced as trade secrets or would never be disclosed to anyone
with the general public being the major loser. Knowledge begets knowledge and
withholding of knowledge of an invention from the public may result in some other
inventor not having available a piece of information that would trigger his mind
into developing a further advance in that field of knowledge.

The second premise which we believe is erroneous is that patent owners should
be required to pay periodic maintenance fees in order to keep their patents in
force. In many cases a new invention does not become commercially practicable
until some years after it has been patented. This may ke due to inadequate
financing available to the inventor or due to the public’s lack of realization of the
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invention’s value. An excellent example of the latter situation is Professor
Goddard’s work in rocket development. It would be inequitable for a patent
owner who has benefited the public by making his invention public knowledge to
lose his patent rights after a few short years because of lack of financing or lack
of realization by the public of the value of his invention. This could and would
happen in many cases if it becomes necessary to pay maintenance fees to keep
patents in force.

For the above reasons and for other reasons more fully set forth in the state-
ment of our legislation committee, we respectfully urge that the present status be
maintained with respect to the fees of the U.S. Patent Office.

Sincerely yours,
J. J. DENzLER, Secrelary.

StaTEMENT 1IN OpposiTioNn To H.R. 7731

The New Jersey Patent Law Association, an organization of approximately
250 members in the patent practice, offer the following studied views for the
consideration of this committee in acting on H.R. 7731 (Celler), a bill to increase
fees charged by the Patent Office.

The association is mindful of the mounting costs of operating the Patent Office.
There is, however, a fine balance between those conditions which foster a dynamic
patent system and the scientific and technological advances which it promotes
and the conditions which tend to stifle or discourage this. Economic consider-
ations form a major factor.

The purpose of H.R. 7731 appears to be to place the Patent Office on a more
nearly self-sustaining basis. This is based on the premise that the Patent Office
confers benefits on the comparative few who avail themselves of its services and
therefore the costs should be borne by them. But the benefits of the patent
system reach far beyond those granted the exclusive rights of patents and trade-
marks. The Nation as a whole benefits on a variety of fronts.

Inventions call forth investments which would otherwise not be forthcoming
were the risks not substantially reduced by the protective cloak of exclusivity.
Research, production, and exploitation of patented subject matter generate em-
ployment, income, and enjoyment of the products resulting from such activity
with benefit to all segments of the economy and the public as a whole. It is
not only impossible to apportion the value of the Patent Office functions to any
particular group, but it is also not inequitable for the public to bear a substantial
part of the costs of the Patent Office. This is, moreover, consistent with existing
policy of public support of many governmental functions which immediately
benefit only a part of the populace.

From a practical point of view, the tangible, net proceeds of a bill such as that
under consideration, while difficult to calculate may not result in any substantial
monetary gain in governmental income. Increased fees are the subject of one
group of provisions of H.R. 7731. Increased fees and charges in any field almost
invariably bring a reduction in demand for the services calling for the fees by
those “‘priced out of the market.”” A more important detriment lies in the loss
of the advancement or discovery which would otherwise have been made available
if the cost had not been too great.

The sections providing for periodic fees for maintaining patents in forece intro-
duce particularly onerous burdens. They are burdensome to the individual
inventor to whom the fees are substaniial and even to the more affluent business
or corporation which in general will have a larger portfolio to maintain.

Because of the advanced nature of most inventions; i.e., on the frontier of
knowledge, the value of a patent is no. readily ascertainable early in its life.
The patent owner is forced to decide at certain intervals, often without adequate
basis for such a decision, whether he wishes to invest additional sums of money
to maintain his patent or to forfeit possibly valuable rights. Thus the full
term of a patent is available to the owner only if he is willing and able to make
substantial financial investments in addition to those incurred in making the
invention and obtaining the patent. The deferment provisions only partially
meet this objection. This also introduces the new concept and by indirection
shortens the term of a patent from the 17 years set by statute.

It is furthermore not unreasonable to expect that, to a great extent, only
those patents will be maintained which demonstrate financial success in the periods
preceding in the first or second maintenance fees. Thus maintenance fees wil
be derived only from a proportion, probably a relatively small proportion, of the
patents granted and will not add substantially to income.
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In a larger view, the net addition to Government revenue is not equal to the
full amount of the fee. Since inaincenance fees would constitute legitimate
items of busjness expense, reduction in tax payments would offset the gain from
fees paid. The moneys paid are after all paid into the general fund and not
credited specifically tc the Patent Office.

This argument has been made that maintenance feces would cull the deadwood
from the patent files. But the lapse in cffectiveness ¢f a patent would not re-
move it as a publication or reference. Termination of the patent grant would
merely remove it as a bar to one who would otherwise infringe. The patentce
would thus be deprived of the very frui.s of his efforts which the patent system
was designed to reward. In a sense, many patents would be the source of royalty
income particularly in later years only if they would be worked by the owners,
especially at the outset.

Sentiment in favor of maintenance fces has often been based on European
patent systems embodying such provisions. But data are not available on the
comparative additions to revenucs due to such fees. Moreover, the patent sys-
tems referred to for comparison are entirely unlike in concept and the countries
using them are totally different from the U.S. system.

For the reasons discussed, the Legislation Committee of the New Jersey Patent
Law Association respectfully recommends against the enactment of H.R. 7731.

NeEw RocreLLe, N.Y., April 23, 1962.
EManvEL CELLER, Esq.,
House of Representatives,
Commattee on the Judiciary,
Washington, D.C.

Dear CongrEssMAN CELLER: I wish to thank you for your letter of April 16,
and your wire of the 18th. I regret very much that I was unable to change my
office appointments in time to enable me to get down to the hearing.

Very few of the members of the patent bar, and I am no exception, feel that a
rise in patent fees is unjustified. All of us feel that patents can be very valuable
property, and that the present fees are inadequate to meet the needs of the
Patent Office. I cannot speak for other members of the patent bar, but my real
objection to H.R. 10966 is that it will both complicate the matter of fees, and the
prosecution of patent applications in the Patent Office, but will also weigh heavily
on the independent inventor. I have represented a fair number of independent
inventors in my years at the patent bar, although the bulk of my work has been
with large corporations as clients. Frankly, the independent inventor is a nui-
sance to the busy practitioner because he takes up more time than he is worth in
proportion to the fees he pays; he inevitably runs out of money during the prose-
cution of the case and his patent lawyer just cannot bow out of the picture;
generally because he has come to like the inventor. The result is that for the
payment of out-of-pocket expenses, and the cost of preparing the original appli-
cation, independent inventors are often carried by patent lawyers to the point
where the Patent Office has determined that a patent will, or will not, be granted.

Once the patent is granted it has been my experience that the independent
inventor can begin to look around for financial backing and get someone to take
over the cost, and to start commercializing the invention. I might add that
I have carried a fair number of inventors for my billings for services, but have
always felt that the traditions of the bar prevents a lawyer from making disburse-
ments for a client’s account. Certainly I know of a great many cases in which an
appeal fee of $100 would have effectively prevented a grant of a meritorious
patent.

It makes very little difference to the large corporation whether filing fees,
prosecution fees, and fees such as appeal fees are increased or whether the added
patent costs come out of final fees and taxes on the patents. The small inventor,
however, really cannot afford to pay increased filing fees and increased prosecution
fees. He can only afford larger fees after he knows he is going to get a patent.

If the Congress does not want to increase the concentration of the patents in
the hands of large corporations, and does not want to discourage the small inventor,
it would be well advised to keep the application and prosecution fees at a minimum
and concentrate the increases in the area of fees to be collected after the grant of
the patent. In particular, taxes after the grant are an effective way of increasing
income of the Patent Office and of removing useless patents from the file of active
patents.
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I should be happy to present these views orally to the committee if further
hearings are to be held, and I could have a reasonable notice of the hearings.
Sincerely,
MivtoN ZUCKER, Attorney at Law.

AUTOMOBILE MANUFACTURERS AssocIATION, INc,
Detroit, Mich., April 19, 1962.
Hon. Epwin E. WiLwis,
Chairman, Subcommilttee on Patents, Trademarks, Copyrights, and Revision of Laws,
Commultee on the Judiciary, House of Representatives, Washington, D.C

HoNoraBLE Sir: On behalf of the Patent Committee of the Automobile
Manufacturers Association, Inc., which includes in its membership the manu-
facturers, both large and small, of well over 90 percent of all passenger automobiles,
trucks, and buses produced in the United States, I submit the accompanying
statement relative to the Patent Office fee bill, H.R. 10966, and request that it
be incorported in the record of the public hearing held on April 19, 1962.

Respectfully submitted.

WiLriam L. ScHERER, Secretary.

STATEMENT OF THE PATENT COMMITTEE OF AUTOMOBILE MANUFACTURERS
AssociaTioN, INc., RELATIVE To THE PATENT OFFIicE FEE BiLy, H.R. 10966

The Patent Committee of the Automobile Manufacturers Association, Inc.,
desires to record its disapproval of the proposed Patent Office fee bill known as
H.R. 10966, filed March 28, 1962, by Representative Emanuel Celler.

The issuance of patents is based upon the constitutional provision for the
promotion of progress in the useful arts. Any deterrent effect upon the filing of
applications for the issuance of patents is contrary to the public good.

While one of the declared purposes of the legislation in question is to bring the
income from fees more nearly into line with the expense of operation of the Patent
Office, we anticipate that the ultimate effect of the proposed fee increase will be
to discourage the disclosure of inventions to the public. Individual inventors and
small corporations will be deterred from the filing of patent applications with a
consequent reduction in the accumulation of public information and knowledge
essential to the promotion of progress in the useful arts.

Our specific objections to H.R. 10966 are based principally upon three important
considerations in the proposal:

1. The provision of the bill for maintenance fees;
2. The exorbitant charge for independent claims; and
3. The charge for printed pages of specification and drawing.

The proposed maintenance fees, while reduced from those specified in H.R.
7731, will materially delay the financial recovery to the Patent Office and also
will create serious administrative problems in the Office, as well as in the offices
of attorneys. The Patent Office must wait for the full benefit of the increase from
this source over the span of 13 years. Moreover, the added cost to the Patent
Office of maintaining records of all issued patents which are subject to payment of
maintenance fees, to record the current status of individual patents, as well as to
carry on the complex accounting procedures required by deferred payments and
the like would seem to offset any substantial financial gain therefrom.

We believe that the maintenance fee provisions of the proposed bill also dis-
criminate between individual and corporate owners of patents in permitting defer-,
ment of the payment of these fees for individuals only. In our opinion, this
provision is wrong in principle and, because of the manner in which many patent
rights are held, would not even achieve the intended result.

The proposal to charge a fee of $10 per claim over one, if the claim is of inde-
pendent forimn, is a step which is diametrically opposed to the long established
requirement that an applicant point out and distinctly claim his invention. We
believe this provision to be detrimental to the public interest in that it defeats the
purpose of the patent statutes by denying an applicant his right to define the full
extent of his departure from the disclosures of the prior art, thereby unduly restrict-
ing the scope of his application.

We find a similar defect in the proposal that the final fee be based upon a charge
for each page of printed specification and each sheet of drawing. This provision
would encourage a reduction in the extent of disclosure by the patentee in order
to reduce the cost of his patent. It, too, is detrimental to the public interest in
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that the completepess of the disclosure may be seriously affected and even in-
sufficient to comply with the statutory requirement for clarity of definition.

We, therefore, conclude that these proposals of H.R. 10966 are not only ineffec-
tive to produce the desired increase in Patent Office income within a reasonable
period of time, but would also impede the progress of the useful arts by discourag-
ing the filing of patent applications with complete disclosures. For these reasons
H.R. 10966 is, in our opinion, opposed to the public interest.

Although doubling of the present Patent Office fees would, to some extent, be
detrimental to the public interest, such a proposal might be a reasonable com-
promise and be less likely to deter the filing of patent applications while making
an effort to meet the increased costs of operation brought about by inflation.
We recommend that serious consideration be given to this method of increasing
Patent Office revenue as a means of avoiding the difficulties we foresee in the
maintenance fees, penalties for independent claims, and the charges for printed
pages of specification and drawings contemplated by H.R. 10966.

Mr. LiBovaTi. Now, we have two more witnesses.

Thank you very much, gentlemen.

Mr. Brakesige. Thank you very much for the opportunity to
testify. ]

Mr. Lisovari. We have the Honorable Fritz Lanham. Mr. Lan-
ham represents the National Patent Council and is well know to us.
 Somectimes he is with the little fellow, and sometimes he is with the
mmportant interests. . . .

The last bill T had, he was against me, with the little fellow; and
now he is here. I suppose he is here with the little fellow and against
the important interests—or vice versa.

So, you see, I keep good record of you, because you ure sort of a
milestone in my carcer of deleat. )

Mr. Lavnam. I thank you and 1 appreciate your good words.
My opposition of a bill of yours heretofore was because it provided
for extension of patents.

Mr. LisonaTi. Thank you. ) ) )

Mr. Liannam. Thave been delayed in preparing this statement of my
testimony. I do not have copies for everyone, but I shall be glad to
have copies made and submitted.

Mr. LaBonaTi. Al right, sir.

TESTIMONY OF HON. FRITZ G. LANHAM, NATIONAL PATENT
COUNCIL

Mr. Langaam. My name is Fritz G. Lanham. My home city is
Fort Worth, Tex.

It is my pleasure to represent the National Patent Council, a non-
profit organization of smaller manufacturers devoted to the preser-
vation, the protection, and the promotion of our American patent
system, which has been the basis of so much of our country’s progress
and prosperity.

And let us bear in mind that in a great many instances, small busi-
ness enterprises are absolutely dependent upon patents of independent
inventors for their successful operation.

May Isay also that for 25 years I was a member of the Standing Com-
mittee on Patents, Trademarks and Copyrights of the House of
Representatives. The knowledge gained in that experience is of fur-
ther service in prompting me to oppose vigorously the enactment of
gﬁ{l 10966 now pending before you, to increase fees of the Patent

ce.

84883—62———12
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In my judgment, a proper designation of this measure could well
be “A bill to discourage further the activities of our creative citizens
from undertaking discoveries that would promote our country’s
progress in science and the useful arts.”

This bill indicates a misunderstanding of the purpose of our patent
system and is based upon premises that are not tenable in keeping
with that purpose. It was designed to enable inventors, with as little
restriction as possible, to prosecute their beneficent labors for our
progress and prosperity.

We all realize that some patent fees are necessary to prevent crack-
pots at will from interfering with the normal operations and activities
of the Patent Office, but existing fees are adequate to assure by their
payment the confidence of applicants in the merits of their discoveries.

Similar bills to the pending one have been considered through three
or four Congresses, but, fortunately, have failed of passage.

Way back in 1947, Mr. Thomas F. Murphy, then the Acting Com-
missioner of Patents, testified:

If fees are raised, we will have less applications coming in. Therefore, the small
inventor, possibly, will be the one that would be squeezed out.

Representative Horan then inquired: “What would squeeze the
small inventor out?”’

And Mr. Murphy replied:

The cost of filing applications. That is the thought of many. If we increase-
costs, then the man with little money will not be able to file applications, as he-
would if fees were low or if the service were free.

And these so-called small inventors with little money, gentlemen,
have been the source of many of our basic discoveries. Such instances
could be cited in great number.

Do we wish to discourage the further efforts of such inventors to
be helpful to our country by diminishing their incentive, as this

pending bill proposes?

The constitutional provision concerning patents was designed to
protect them. It recites that the power of Congress in promoting
the progress of science and the useful arts shall be exercised—
by securing for limited times to authors and inventors the exclusive right to
their respective writings and discoveries. :

It is evidently our constitutional duty, therefore, to make them
secure for limited times in the use of their exclusive right. Is it.
either logical or patriotic to amend the Constitution by proscrlbed
legxslatlve enactment to deny them that right? .

The pending bill, like others of its kind heretofore con51dered seeks |
to make the Patent Office, through its fees, contrary to general gov-
ernmental policy, suﬂimently revenue—producmg that this agency may
be self-supporting. Why, as recently as 1957, the then Secretary of
Commerce stated, with reference to a similar blll that:

The purpose of the proposed legisiation is to place the Patent Office on a.
wholly self-sustaining basis.

And another Secretary of Commerce statement was that the
purpose of such legislation was—
to effect a greater recovery of costs from special beneficiaries of this Government.
program. )

Patentees special beneficiaries of the Government? Can you
imagine a more shocking instance of mistaken identity? Why, on
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the contrary, the Government is a special beneficiary of the discoveries
of the patentees. A very great bulk of governmental revenue is
derived from industries, large and small, established, and jobs created
through the discoveries of these patentees. .

A patent is not a gift from the Government. The inventor makes
a gift to the Government. A patent is something the inventor has
earned and is entitled to receive under the constitutional provision,
and its issuance is simply an acknowledgment by the Government of
a gift the inventor has made for the benefit of the people of the
country and of the Government itself.

Now, what is the congressional and governmental attitude con-
cerning the other Federal departments and agencies? Do we expect
them to be wholly self-sustaining, or even largely so?

You gentlemen know very well that we have no such policy, and
should not have.

So it becomes appropriate to ask, What becomes of all this revenue
the Government receives through the use of patents?

You know the answer as well as I do. It is passed out through
appropriations to various governmental departments and agencies
that exist and carry on through governmental bounty, and that make
no corresponding contributions to the revenue of the Government.

So the pending bill proposes that we require applicants for patents
to pay three-fourths of the Patent Office budget, and to put this
additional burden on them to enable the Government to distribute
with greater ease the bounty it bestows upon others.

Remember that we are here dealing with our patent system which,
from the beginning of our Government, has been a fundamental
institution of our national policy. Let us return to and adhere to its
original purpose of providing adequate incentive to those who labor
diligently to make discoveries for our progress in science and the
useful arts.

And now the pending bill recommends that, in addition to the
expense of an applicant for patent in all his labor and costly research,
and usually the payment of a fee to a patent attorney to prosecute
his claim, he just must pay the Government what is called mainte-
nance fees before the 5th, 9th, and 13th anniversaries of the issue
date of his patent.

Let me inquire what maintenance fees the Government is recom=
mending for lawyers and doctors and others of many categories who
¢arry on their useful work? ‘

These patentees pay their income taxes for what they receive, just
as all of us do; but what logical reason can there possibly be to assess
this extra income tax against these benefactors, so largely responsible
for all our progress?

Call it what you please, but in essence it is an unjustifiable increase
in their income taxes, not applicable to our citizens in general.

Alas, the inventor. Such legislative proposals as the one now
pending advise that we should continue to discourage him. Already
there is existing law to warn him that, if he creates something useful
for national defense—a term so comprehensive that it includes
practically evervthing—the Government will take his patent from
him and deny him the fruits of his discovery.

On the contrary, the Government will give it to some contractor
who had nothing whatever to do with the discovery upon which the
patent is based.
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And now the adoption of the pending bill would make it less bene-
ficial to a patentee to carry on his useful labors. Such labors led to
the undoubted erstwhile preeminence of our country, but many
contend that in several important fields of discovery we are now
running second to a totalitarian regime.

Whether or not that is true, I do not know; but I do know that we
cannot continue to be preeminent if we destroy the incentive of those
upon whom we must depend to achieve and hold that preferred status.

In conclusion, let me cite a little Scripture which, by way of reverent
paraphrase, seems pertinent.

In the 17th chapter of First Kings we are told that in a long period
of drought Elijah was admonished to dwell by the brook Cherith and
to drink of the brook and be fed by the ravens. We are told in that
Holy Writ:

And it came to pass after a while that the brook dried up because there had
been no rain in the land.

I hope and pray that it may never be a fitting paraphrase of that
Scripture to say of the work of the creative citizens of our country:
“And it came to pass after a while that the source of our inventive
progress dried up because there was no incentive in the land.”

May I commend to your serious study in this regard another meas-
ure pending before your committee with reference to this situation,
but which I regret to say evidently is not being considered.

I refer to House Joint Resolution 554, “To avoid suppression of
inventive diligence in America.”

It recites the forceful reasons for its introduction, and provides for
some slight decrease in certain patent fees that would, if enacted,
bring cheer to our discouraged inventors and inspire them with new
courage to carry on actively their beneficent study and research for
the progress of our country.

I thank you very much for your patient hearing.

Mr. LiBoNaTi. We thank you.

We always have an interesting treatment of the subject when you
come before us. But you shifted back now to your position with the
little fellow.

Mr. LangaMm. I beg your pardon?

Mr. LiBonaTi. You were back the last time against the little fellows
in accordance with extension of the patents.

Mr. Lanaam. Yes. I had to oppose the extension of patents, Mr.
Libonati.

Mr. LaBoNaTi. We have a great respect for your position, and we
watch your reasoning very closely; but the last time you showed a
little divergence in thought there. I do not know what caused it—
a pebble in the road of thought, for instance.

Mr. LangaM. That was with reference to a proposal, Mr. Chair-
man, to extend the terms of patents.

Mr. LisonaTi. That is right.

Mr. LangaM. Which has long been contrary

Mr. LiBonaTi. Yes, but still there are seven nations of the earth—
but you know the Common Market will dictate a change in our atti-
tudes, too, to conform to the national laws of other nations.
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We are sort of influenced by other nations in our arrangements
under international conditions, including patents, you know.

Mr. LanaaM. There are many reasons which prompt me to oppose
the extension of patents, but I do not think it would be apposite to
bring them into

Mr. LisonaTi. We thank you for your fine presentation.

Mr. Laneam. Thank you very much. I am grateful for the
opportunity to appear before you.

Mr. Lisoxari. Mr. Kastenmeier would like to ask you a question.

Mr. KASTENMEIER. Just one question.

You indicated that you thought one of the reasons for the fee was
zio discourage crackpot inventors, whether it was $30 or some other

gure.

But I am wondering, really, whether that is the case, because to-
day it costs, for example, many, many hundreds of dollars for a
prospective inventor patentee for legal fees. Surely this would dis-
courage the crackpot, rather than the fee that would be charged by
the Patent Office.

Do you not agree?

Mr. Lanaam. Well, I must say unfortunately I did not hear you
distinctly, sufficiently to answer your question.

Mr. KastenMEIER. ] talked in terms of discouraging the erackpot
inventor.

Mr. Lanmam. Yes, sir.

Mr. KastewMmeiEr. And in that connection, is it not only the fee
that the Patent Office charges but the fee that the patent attorney
charges which would discourage the crackpot inventor?

Mr. Lanmam. I think that is true of both of those fees, and also
when you stop to consider the various ones who have made such great
contributions to our basic development in discoveries, they were often
very poor people.

And let me say that if the Government wished something invented,
and would let the American people in general know what they wanted
invented, instead of turning over the project to a contractor, why,
they would get a great many responses, and some that would probably
solve the problem; and from unexpected sources. Just as when the
Wright brothers were working, scientists and everybody else believed
that it was a ridiculous and foolish effort on their part. But, never-
theless, they became the founders of our great aviation industry,
which 1s putting revenue constantly into our coffers.

Mr. KastrenymEeier. I thank you.

Mr. Lisonari. Thank you very much.

Mr. LaneaM, Thank you, Mr. Chairman.

Mr. Lioxari. We have with us as our next witness Mr. Watson,
former Commissioner of Patents, a very distinguished lawyer and
still, in his specialty, one of the finest minds that ever served in this
capacity.

We welcome you before the committee, before which you have been
many times in the past.

We really like you. We really do like you, and we respect your
legal contentions in many fields of this subject.
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TESTIMONY OF HON. ROBERT C. WATSON, FORMER
COMMISSIONER OF PATENTS

Mr. Warson. Thank you very much.

I have never appeared before this committee nor dealt with it that
I was not treated with the utmost courtesy.

May 1 say at this stage of the hearing, time is running out.

Mr. Liso~vaTtr. Right.

Mr. Warson. I could talk for a long time on that problem of the
Patent Office which relates to the size of the fee.

At this time, however, because I represent only myself, may I
make this suggestion: there may be here the head of some organization
who has not yet been heard

Mr. Liso~xari. No,

Mr. Warson. Who is more important.

Mr. Lasonati. We honored your request to call upon you last.

. Mlil WarsoN. I can appear any time and advise your staff at great
ength.

Mr. LisonaTi. 1 appreciate that.

Mr. Watson. I was invited to appear by Chairman Celler but
unfortunately have no prepared statement.

I stand here to claim the same privilege Fritz Lanham had by reason
of the same kind of physical difficulty, a hearing deficiency.

It has not been possible for me to hear all of the testimony which
has been given.

Actually, my views on the question of fees are pretty well known
as a result of my two prior appearances at hearings at which I testified.
bﬂ?o it is not necessary for me to go into many aspects of the pending

What is new, of course, is the provision providing for maintenance
fees. T might explain to you how that first was brought into the
picture.

At the 1955 hearings, it was made clear that it was the belief of the
then Secretary Weeks that the recovery of the Patent Office in fees
should be 75 percent of the cost of operation. There was no problem
then to devise a bill which would bring that about, because the appro-
priations were comparatively quite low, about $12 million.

Then in 1957, the cost of operation, considering a 3-year average,
was still rather low, although the 1957 budget had been raised to $17
million from the $12 million.

But by 1960, the cost of operation of the Patent Office had vastly
increased due to the generosity of the Congress from year to year
which recognized its increasing workload, and the inflationary factor.
So that at the end of my term as Commissioner, when we were re-
quested to again prepare a bill which would bring into being about
75 percent cost recovery, the figures show that the filing and final fees,
which are the principal sources of income, would be too high, in our
opinion, to impose upon &n inventor.

So then we resorted to the maintenance fees.

Now, the theory of the maintenance fee, however, was not new to us
or to the bar associations or to the inventors of the country at that
time. We had originally informed the bar in 1954 and all others
interested in the subject of patent fees, that it might be necessary to
eventually adopt a schedule of maintenance fees.
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And in the Journal of the Patent Office Society, full information
was given—newspapers, radio, published articles—which gave full
information on the nature of that fee. Actually, it was well known
without the information we gave, because most of the countries, I
think, with the exception of six, most of the patent-issuing countries of
the world had long ago adopted this method of fee collection.

Now, this method of fee collection is highly unpopular and I have
not yet met with anyone who enthusiastically supports it.

Mzr, Liso~naTi. Yes.

Mr. Warsox. It requires a certain amount of booklkeeping, and it
requires the making of hard decisicns, which people do not like to
make; namely, is the patent worth the fee that is due?

As a practitioner for many years, I found it very difficult to get
some of my clients to make up their minds to pay or not to pay this
fee in Germany or in some other country where they had secured
patents.  And that is a difficulty which will be experienced by patent
owners if we have a maintenanee fec in this country.

Now the whole question comes back to this: What is the philosophy
of this committee? What do you think that the inventor should
coniribute?

The philosophy originally adopted by the administration, which
came in with President Eisenhower, was, I think, a continuation of one
which had actually been developed previously in Congress itself,
stemming probably from a statement of the Senate Committec on the
Expenditures in the Executive Departments, in which it was said that
those who obtained special services of Government—T forget the
exact phraseology—were to be charged for those services. And the
administration adopted that philosophy, particularly with respect to
the payment of patent fees and trademark fees.

So the Budget Bureau issued a circular, A-25, in which that
philosophy was expressed. There was a loophole: namely, if it
proved not to be in the public interest, you did not have to adopt the
principle of full cost recovery.

But, after that program was initiated, it was decided to put in two
bills, one initially on the filing and final fees, and other minor charges,
and a second bill later, to bring up the cost recovery to 100 percent.

May I say

Mr. Lisonari. May I interrupt you there?

In view of the testimony received under the general bill, and Mr.
Ladd’s testimony relating to various portions of the bill in which he
disagrees with the costs, et cetera, would you have an opinion on
which pesition you would approve? In general, I mean.

Mr. WarsoN. Which two positions? On maintenance fees?

Mr. Lisoxati. On maintenance fees, yes.

Mr. Warso~. I pass the ball back to you, Mr. Chairman: How
much money do you think should be collected?

b Do?you think that the Patent Office must run on a full cost recovery
asis?

Mr. LaBoNaTi. I personally feel, from my identification with the
work at the conventions and so forth, that primarily the Patent Office
is a service rather than an office of emoluments received to meet
expenses of operation.

I feel about the same way as to post office services to our citizens.

Basically, I think they are a public service that operate at a loss.
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That is my personal opinion, and does not affect .the thinking of
the membership of the committee in any way.

Mr. Warson. I am also on record, I am sure, over there in the
Appropriations Committee, and the fee question always crept into
discussions of the question of appropriations, that in the event a fee
charged to an applicant for a patent deters him from filing his applica~
tion—is a substantial deterrent—we should abolish the fee system
entirely.

Mr. Lisonari. That is right. I agree.

- Mr. Watson. It is too important for us to receive the applications.

Mr. LieonaTi. Right.

Mr. Warson. And fees which deter applicants should not be
exacted, although a screening fee—some sort of screening fee, is
highly to be desired.

Mr. Ligowvati. I think the economy dictates that position. The
economy itself dictates that position because it is only through patents
that we have developed the economy that we enjoy.

Mr. Warson. That is exactly right Mr. Chairman. I am a firm
believer in that principle.

Well, if T start on that subject, we would not adjourn for a long
time, unless you bring down the gavel.

Our excellent defense capabilities, great industrial capacity and our
high standard of living may all be largely attributed, in my opinion,
to the contributions of a technological nature which have been contrib-
uted over the years by really hundreds of thousands of inventors.
And we need those contributions now more than we ever have in the

ast.

We should not adopt any fee schedule which would actually be a
deterrent.

Now, what will deter people and what will not deter people is a
hard question. I suggest an economist might make a study and tell
you jut where you begin to meet resistance to payment of patent fees
by various inventors after having looked into their financial condition.

I will say this, however, that I have never seen an invention of im-
portance fail to be patented because of the impoverishment of the
inventor. But he will have to surrender part of his control.

Mr. LipoNaTi. Yes.

Mr. Watson. He will have to go to his brother, to his next door
neighbor, or somebody like that, and borrow some money, and finance
the filing of the application.

I have never seen a good invention fail to be patented because of
high Patent Office charges. But it is true that the poor inventor can-
not control the situation if he has not the money to finance himself.

Now, the maintenance fee, in my way of thinking, if the philosophy
of the Congress is to require a very high return, 75 percent of the cost
or 100 percent of the cost, of the operation of the Patent Office, must
be adopted, in my opinion.

There you will receive funds from successful inventors, persons who
have put their applications in at a low cost in fees, while the in-
ventions were perhaps of uncertain economic value, but who have
secured a patent and who, because of the nature of their invention
and its commercial reception, are able to pay the maintenance fee
very easily.
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I will add this: In the course of a number of trips which I made
abroad when I was Commissioner of Patents, for conferences with
the heads of other patent offices, I made it my particular business, in
view of the pressure on me to attempt to bring about & high rate of
recovery of cost of operation of our Office, to ask them whether or
not, their systems of exacting maintenance fees from inventors were
operating satisfactorily or whether they were contemplating changes.

And the replies that I received, sometimes through translators, were
all to the same effect: that the maintenance fee system was working
very satisfactorily; and they had no ideas for making any changes.
And I have not heard anything to the contrary.

Now, of course, the Common Market is something else again. You
will not know until June, when they publish their proposed patent law,
what they will require by way of fees.

And possibly what they do do will be of great interest to this com-
mittee. But I think there are 38 countries or more

Mr. LisonaTi. That is right.

Mr. WarsoN (continuing). Which have this system of maintenance
fees. So it will work.

It is a nuisance, we will say; bookkeeping is increased and the
patent owner has got to make up his mind periodically whether the
patent which he has obtained, is worthwhile maintaining or keeping
m force.

Mr. LisoxaTi. Would you not say that in reality the moneys that
are paid in this instance are really moneys that are juggled for the
Government? Because this money comes off the top of the earnings
of the patent, and ordinarily a good portion of it that they pay in for
fees, would be the same money they would include in their corporate
income taxes that are exempted under this payment?

Mr. Warson. That is true.

Mr. LiBoNaTi. Am I correct about that?

Mr. Warsox. Bid for the corporate dollar.

Mr. LigoxaTi. The Government is therefore juggling its own
money into another spot within the Government.

Mr. Warso~x. Yes. Yes. That is perfectly true.

Now, may I ask you if you have questions?

Mr. KastexMeIER. Mr, Chairman.

Mr. LisovaTi. Yes, Mr. Kastenmeier.

Mr. KasTENMEIER. Just to follow that up——

Mr. LioNaTi. Yes.

Mr. Kastrexmeier. What do you think about the suggestion that
other Federal agencies ought to be paying the Patent Office something
in the way of minor fees for copies and whatnot?

Mr. Warsox. Oh, they definitely should. That was part of the
preceding two bills, and does not make any sense for our expenses

Mr. LiBoxaTi. Yes.

Mr. WaTsox (continuing). Their expenses to be put on our budget.

The Department of Defense should have its own budget, and as far
as the Patent Office is concerned, would be merely an individual.

There is no sense in us

Mr. LipoxaTi. It is an accountancy trick.

Mr. WarsoxN. Yes.

Mr. LioxaTi. Yes, Mr. Lindsay.
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Are you through?

Mr. KASTENMEIER. Just one.

Mr. LiBoNaTi. Go ahead. I am sorry.

Mr. KasTeENMEIER. One of the purposes of the bill, as T understood,
‘was for administrative purposes, to put in somewhat better order
administrative practices in the Patent Office by virtue of the fee
schedule I wonder whether there was anything in the bill which would
cut down the timelag between patent application and patent issuance,
in terms of the fee?

Mr. Watrson. That is just a question of manpower.

There is one provision of the bill which relates to dependent claims.
I did not hear the testimony on that. It is supposedly a timesaver,
and it would save time in claim reading.

We discussed that many times in the Patent Office when I was
there, and I was always against adopting any Patent Office rule which
would tend to foree applicants to use dependent claims.

You have a principal claim, and your second, third, fourth, fifth,
and sixth claims attach themselves to the principal claim. The
combination set forth in claim 1 plus some other element.

Well, that dependent claim, in my way of thinking—and I base my
observation on years of practice before the Patent Office—has not the
same legal dignity as the principal claim and & court is not as likely
to consider the subject matter of such a claim to be as important as
it would if the same subject matter were described in an independent
claim. I decided that a dependent claim was a relatively weaker
claim ; and, as a practitioner, I seldom used it.

I am not opposing the use of dependent claims, but only attempts
to force applicants to use them.

Mr. LisonaTi. Would you differentiate, though, according to cer-
tain types of patents—on locks, lamps, and so forth-—where a slight
diversity of form or modeling would give another patentee a right to
supersede or competitively jeopardize the other patent?

I mean there are certain instances, are there not, where patents of
this nature, supporting patents, are almost necessary to protect the
original mold or

Mr. Warson. Oh, yes; alternative forms,

You are talking about additional patents?

Mr, LirowaTi. Yes.

Mr. Warson. I was just talking about the way an invention was
claimed in a single patent.

Mr. LiBowari. Oh.

Mr. Warson. You are familiar with the dependent claim system?

Mr. KasrenMerer. Very vaguely, Mr. Watson.

Mr. WarsoN. Anyhow, it is a matter of psychology.

I am convinced that the examining corps of the Patent Office can
be directed to regard a dependent claim as fully, as dignified as a
principal claim. But when you get out into the courts, with the
constant changing personnel there, I doubt it.

Then you have this problem, too, and I think this has arisen; your
principal claim may be held to be invalid as a result of litigation, and
a dependent claim held valid. So what do you do? If you disclaim
the invalid principal claim, your dependent claim is hanging out on a
limb somewhere.
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I do not know exactly where. But it looks to me as though you
would have to surrender your patent to the Patent Office and rewrite
the whole schedule of claims; whereas, if they were independent, you
would just disclaim invalid ones and continue to rely on the remaining
ones which have not been found invalid.

One other point on the bill that struck my attention—I have for-
gotten what it was.

Mr. LisoxaTi. On the fees, you mean?

Mr. WarsoN. What is that?

Mr. Liovarr. On the fees?

You mean staggering of the sums over such a long period?

Mr. Warson. No. No.

As I read the bill, as soon as the case is allowed, the Commissioner
is going to issue the patent. It did not look to me as if the final fee
was going to be exacted. But that is just a question of phraseology.

Mr. Lisoxari. What do you think of the extended time payment
of these fees?

Mr. Watson. The expansive? You mean maintenance fee?

Mr. LisoNaTi. Maintenance fee.

Mr. Warson. I would say the maintenance fee schedule, which was
drawn up by Mr. Federico—5 years, 9 years, 13 years—will never
inconvenience anybody.

1 believe that in most foreign countries you pay on a yearly basis,
sometimes omitting an initial delay period of, say, 2 or 3 or 4 years.

But this schedule, to a man who has a good patent under which he
is receiving an income, would certainly not be disturbing to him in
any manner.

It is a good schedule. And while some inventions are exploited
even before the patent applications are filed, and are continually
exploited even after the patents have expired at a later time

Mr. LisoxaTi. Yes.

Mr. Warson. The average one is not of that category.

Recent but as yet unpublished studies by the George Washington
Patent, Trademark & Copyright Foundation, have indicated, for
instance, that of those inventions which are both exploited and
patented by corporations, 40 percent are commercially exploited even
before the application is filed, and 50 percent are commercially ex-
ploited for the first time during the pendevcy of the application, and
only 10 percent after the patent is issued.

Aund that is a very significant thing to me.

Mr. Lisoxari. Yes.

it seems a high figure, does it not, in both instances, before the
issuance of a patent?

Mr. Warsox. That study has not yet been printed. We were dis-
cussing it yesterday in a meeting of the foundation.

By the way, may I put in a plug for the foundation?

Ar. LiBovaTr. Yes.

Mr. Watsox. It was established, I think, about 9 vears ago. It
has a record of accomplishment. It has done much in the way of
research in the fields of patents, trademarks, and copyrights, and has
been generally recognized as employing an important and a very
impartial group of researchers who analyze purely objectively and
publish their findings for the benefit of the public.
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We were discussing yesterday the question of budget. We want
to double our budget. And if there is any inclination here to help
us receive & little more money, so we can becorne more effective, why,
we would be delighted to have it.

Mr. LiBonaTi. You are not talking on the record; you are now
talking off the record? [Laughter.]

Do you find now in your studies that a patentee with a patent
which 1s exploited has any difficulty in financing today as he did in
the past?

Mr. Warson. The problem of financing is always present from the
biggest corporation down to the poorest inventor. II) would not say
that there had been any change in that fact of life.

There are people, I believe, in business, who seek inventors

Mr. LisonaTi. That is correct.

Mr. Wartson. And offer to finance them. But during my period
of practice, even when I was in the Patent Office, I heard of no in-
stance of one of these corporations which advertise that they will be
of great service to inventors, being of any real service.

Mr. LionaTr. No?

Mr. Watson. Mostly they are for fees.

Mr. LiBoNnaT1. They generally wind up with the patent, too?

Mr, Warson. For a fee they will list your patent or advise you
where to go, and so on; but I do not believe they are very effective.

Mr. LiBonaTi. Mr. Lindsay has a question.

Mr. Linpsay. Mr. Watson, the bill has no provision in it for notice
to be sent to the patent holder, that his payment is due in the mainte-
nance fee section. Do you think that is a weakness of the bill or not?

Mr. Warsox. Well, T think that is a matter which the Patent
Office could easily take care of. Whether or not you should put
it in the bill—I mean, that is not too important, it seems to me.

But, as a safeguard, it might be put in; a provision to the effect
that within a certain number of months prior to the time when the
fee becomes due and payable, a notice shall be sent to the patentee.

Actually, the schedule could be printed on the patent when it was
issued, too. And I do not anticipate any difficulty there.

Mr. Kastenmeier, If the gentleman will yield on that point, it
does provide: “filing statement shall be attached to or be embodied
in the patents,” in terms of requirement, but not as you suggest—
which 1s an excellent suggestion—in the years as they come up,
that the patentee be advised.

Mr. Watson. And almost every attorney is used to keeping track
of the need to pay in timely manner final fees—I mean renewal fees—
all over the world. So that most of the offices of attorneys are already
equipped to do that.

Mr. Linpsay. One final question, Mr. Watson.

Mrs. Leeds argued that alternatively to the maintenance fee pro-
posal contained in the bill, that she would recommend a larger filing
fee, final fee substantially larger, and let the enforcibility of that be
controlled by the pressures of competition in the marketplace.

I wonder if you would comment on that?

Mr. Watson. Larger final fee?

Mr. Linpsay. She argues that a $300 fee be exacted on final issu-
ance, and that instead of the payment of that being enforced by the
Patent Office under penalty of leaving or losing the patent right, that
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that, in an infringement case or in suit, to protect the patent, the
patent would be invalid unless the fee was paid.

Do you follow me?

Mr. Watson. I think I do.

In other words, if there be sort of a deferred obligation

Mr. Linpsay. Yes.

. Mr. Warson. And the man did not reserve his patent right, unless
e did

Mr. Linosay. Unless he was paid up. She argued this would pro-
tect the Government’s fees, and, at the same time, would reduce
overhead, administrative burdens, and all the rest of it, in the Patent
Office.

Mr. Warson. If you want a “Yes” or “No”” answer, I will give
you a “No’’ answer.

I think that the system as proposed in the bill would be much
simpler and is much better known, and people are already used to it.
So I would not recommend Mrs. Leeds’ plan.

Mr. Linpsay. Thank you, sir.

Mr. LisonaTi. Anything further, gentlemen?

I think we have exhausted our list of witnesses.

I want to compliment you, Mr, Watson, for your testimony. You
always elucidate and help the committee with your discussions. We
appreciate and admire you for your professional talents.

r. WatsoN. Thank you very much.

May I again say that now being largely unemployed and in Wash-
ington, I would be very glad to consult with the committee’s staff.

Mr. LiBonati. If we had an appointment to make, we would make
you the appointee.

Mr. Wartson. Thank you.

Mr. LiBonaTi. Now we conclude the hearing on both bills.

Meeting adjourned.

(At 12:45 p.m., the subcommittee adjourned.)
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