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THE U.S. PATENT OFFICE AND
AMERICA'S FUTURE

® Mr. SCHMITT. Mr. President, as I am
sure my colleagues are well aware, the
United States is currently suffering from
a declining rate of industrial innovation
and economic growth, a growing inter-
national trade deficit and ever increas-
ing threats to our world technological
leadership. The causes of this downward
trend in our traditional technological
preeminence are varied and complex—
overburdensome and costly regulations,
lack of an overall trade policy, counter-
productive tax policies, and inadequate
funding of basic research, to name just
a few. To overcome some of these prob~
lems, I introduced S. 1215, the Science
and Technology Research and Develop-
ment Utilization Policy Act.

But today, Mr. President, I would like
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to bring to the athention of my colleagues
a related mattey which has equally seri-
ous implications for the economic devel-
opment of our countt‘y-—the operation of
the U.S. Patent apd. emark Office.
For the past twd centyries, the U.S. pat~
ent system has seryed. this country well
in fulfilling ity constitutional mandate to
“s = = promdté the progress of sclence
and useful arts, by securing for limited
times to authérg mpmd inventors the ex-
clusive rights to thefr respective writings
and discoveries.” It has provided this
Nation with s voluntafy incentive sys-
tem for the investment of research and
development 50 esgential to the
identification snd dtﬂ‘usmn of new prod-
ucts and processes ‘tp the marketplace.

The Patent ‘and ‘Trademark Office
plays a critical role in the operation of
the patent systern through the granting
of patents for inventipns and the regis-
tration of trademarks, By the issuance
of patents the risks attendant to com-
mercializing inventions can be reduced
and the disclosure of _inventions en-
couraged.

Despite the obvions significance of the
Patent and Trademark Office to the in=
novation process and national produc-
tivity, real doHar funding for the Office
has been steadily declining over the past
3 years. The President's fiscal year 1980
budget request of $97.0 million represents
a $1.1 million program reduction from
the previous fiscal year.

The effect of these hudget cuts has
been a reduction in the size, efficiency,
and capability of thé Office. The pend-
ency time for the ijssuance of patents—
a variable critical to the rapid develop-
ment of an invention-—has been steadily
increasing. Equally distressing is evi-
dence that the patents, once issued, are
frequently found to . ‘be:fnvalid when
challenged in. court. ‘The result is ad-
ditional cost to all'parties involved and
further delay in the cu'n:imercialization
of the subject invention.

Mr. President, I- am now convinced
that many .of’ me;problems confronting
the Patent and Tradamearks Office are di-
rectly traceable.to, the fack of adequate
funding. The Depatiment of Commerce
has Initiated its swn budgetary and man-
agement investigation of the operations
of the Office. I am hopeful these efforts
will provide sufficient insight as to the
deficiencies of the Office to permit the
Congress to take appropriate dction
necessary to insure the integrity of the
U.S. patent system and the efficient ad-
ministration of the Patent and Trade-
mark Office.

Mr. President, the response from the
Department of Commerce to my recent
inquiries provides some valuable in-
sight as to the nature and scope of the
problems facing the Patent and Trade-
mark Office and I would ask that the
text of the response be printed in full
in the Recorp. I would also ask that a
letter from the Patent Office Society
containing the views of its members re-
garding the fiscal year 1980 budget of
the Patent and Trademark Office be
printed at this point in the Recorp.

The material is as follows:
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[Response from the Department of
N © Commerce]
DEPARTMENT OF QOMMPEILCE: PATENT AND
TRADEMARK OFFICE

How important i5 the Patent and Trade-
mark Office to the entire process of industrial
innovation and the utilization of technology?

The Fatent and Trademark Office is ex-
tremely important to the entire process of
industrial immovation end the utilization of
technology. The pxistencs of a patent, which
can be relled upon to p high degree as valid,
reduces the risks inyolved in declsions to
commercialize -inventions and thereby en-
courages innovation. fiie patent system is
particularly useful to furiher high risk in-
novation requiring long “erm payoff, one of
the aress of. lpnpvatinn ezpeclally identified
as deficlent in this country in recent years.
The publicstion and diszemination of pate
ented technology, ‘provides a building block
for others to build further upon.

The patent system's positive influence on
and usefulnesa to the Industrial innovation
process is widely recognized. The Presidents
Commission on- the Patent System recog-
nized the systems sffect in 118 Report issued
in 1966. Dr. Edwin H. Land, Chairman and
Chiet Executive Offiger of Polaroid Corpora-
tion and an inventor in ovér 500 U.S. patents,
has sald, “I must emphasige that the kind of
company I believe in cannot continue its
existence except with the full support of the
patent system,” and on snother oceasion be-
fore Polaroid 8tockholders stated: “The only
thing thet kesps us alive is our brilllance.
The only way to protect our brilllance is our
patents.”

Irving S8hapiro, Chairman of the Board of
Dupont, recently noted in reference to the
development.of nylon;

“Now 40 years jater, nylon is made all over
the world. . . .More than three million people
have Jobs in the production of nylon textile
and plastic products, and all of this traces
back to a idful of key patents behind the
invention @nd- devélopmem; of this one
product.”

In addition to DuPont's nylon and Edwin
Land’s Polareid Corporation, American his-
tory is replete with examples of the inde-
pendent inventor or small business s well
a8 blg busidess successfully penetrating an
existing market or creating & new one with
patented new technalogy. Clarence Birdseye—
frozen food, S8amuel Rueben—batteries, Ches-
ter Carlson—xerography, Leo Baekeland—
bakelite, Plank .and Rosinski of Mobil Ofl—
geolite catalyst for gstoundingly more effi-
cient catalytie mcklns of hydrocarbons, and
50 on.

In addition, most recently the essentlal
role of the pstent system in industrial inno-
vation wes indicated in the reports on Patent
and Information Policy aof the Advisory Com-
mittee on Industrial Inngvation established
as part of Pxesident Gatt.er's Domestic Policy
Review. :

How 1mporta.nt 18 it that patents issue
as promptly as possihle?

It 15 especlally lnipdrta.nt that patents
issue as promptly - a8 - possible so that
patented technology’ becomes available to
the public as e0on as poasible. Studles indi-
cate that soing ™ % of patents contain tech-
nology not disclosed by other publications.
Some of the mare specifio.reasons for prompt
handling of patents..apnd disclosure of
patented beclmoingy lne[ude the following:

1. An inventer of smal} means s generally
anxious to hnva his .lwpllcatlon acted on
as soon as Qsaime 8Q t the inventor can
obtain ﬁna.xielhg or NéeHtees.

2. Long pentlendy tfiakes it possible for
competitors to infiinge for lucratively long
periods before the patent lssues.

3. Delay in granting of s patent can effec-
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tively exiend the term of the patent long
after it should have expired and entered the
public domain,

4. Research angd development 1s slowed
if patent protection i not obtained early
enough to protm mvestment of time and
money.

5. Early diammlmﬂon of new technology
through issuange-of patents permits develop-
ment of improvements on the patented In-
vention or developraent of different waye of
achieving the same result, thereby bene-
fittng the publi g‘by expansion of technology
and industrial éapability.

8. Early issuance of patents prevents
needless duplicaticn of research and de-
velopment efforts.

7. Early lssuance sapprises entrepreneurs
of the arsa within whaich eperations might
be held to infringe the rights of patentees
and therefore permits earlier investment
and development by 8 competitor to the
patentee.

8. Early fssuance In the United States
prevents the issuance of pstents in other
countries to foreigners- which would block
the U.S. patentee from going into such other
countries.

9. Early issuance of a.United States patent
prevents fore: dﬁmm from using the disclosure
of corresponding forelgn patents as a basls
for importing the subject matter of the pat-
ent to the U.8. with impunity.

10, Prompt isguafice of patents is also re-
lated to the strict processing time require-
ments under the Patent Cooperation Treaty.
If pendency increases significantly, the PTO
will be glving appligants wsing the Patent
Cooperation Treaty preferted treatment, be-
cause of the time requirements of the Treaty,
over other applicants, & highly undesirable
result which especially prejudices the small
inventor.

11 efficlency of operation is & potential ben-
efit to stimulate innevation in the private
sector, why 18 the Office production being
slowed down?

Production, in the sense of total output, 1s
being de-emphasized in order to concentrate
on improving quality of patents and on bal-
ancing total operations of the Office.

Wouldn't it be good public policy to speed
preduction up?

It would ke good polloy to speed up pro-
duction but not ab she expense of quallity.

What is the Patent and Trademark Office

doing to Inorezse. the quality and dependa-!

bility of the patents that it issues?

The amount of exsminer tralning time has
been increased and search fle maintenance
improved soms In the FY 1580 budget.

I note In the budget request that the Ofiice
recognizes that the gquality of patents must
be improved upan. I also understand, how-
ever, that the number of patent examiners
{8 being constantly reduced and that this
current year the reduction will be continued.
How does this meaningful reduction in the
number of patent examiners fit in with the
Office’s deslre to Increase the quality of
patents?

Reductions in the number of patent ex-
aminers do not fit in to the need to increase
the quality of patemts. The FY 1980 Patent
Examiners budget is the same as in FY 1979
and average eéxanmining staff will be essen-
tially the same as {in F'Y 1979,

What other functions of the Patent and
Trademark Office can be made either more
efficlent or more ¢ffective in a way that will
stimulate indugtrial innovations?

In addition to the prompt isguance of valid
patents, the disseminetion of technical in-
formation and prompt reglstration of trade-
marks will stimulate industrial innovation.
The dissemination of techgleal information
and the trademark functions are both areas

A I
e
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that also ought to be enhanced along with
the patent eramining function.

What new levels of funding are required
to make the Patent and Trademark Office of
the United Btates as eficient and as effective
as possible? .

One estimate we haye made of the addi-
tional funding required to meet such goals
totals over §$i4 million. This estimate re-
flects a first year start-up of a long range
program designed to meet stated objectives
over a perfod of years, particularly in the
case of achieving average patent application
pendency of about 18 months. Funding in
addition to the first year start-up costs iden-
tifled above would be required in subsequent
yesars. It 'is assumed that patent applicaticn
receipts would rise slightly each year and
that trademark appllcation receipts would

continue to increase at & conservative 7 per=
cent rate.

PATENT QFFICE SOCIETY,
Arlington, Va.

U.S. Senate, Washkington, D.C.

DEAR SENATOR ScHMITT: Attached hereto is
& copy of the views of the Patent Office So-
clety regarding the FY 1880 budget of the

.Patent and Trademark Office. The Soclety is

sending youy these comments since you ex-
pressed an interest in the Patent and Trade-
mark Offie budget during the recent Sen-
ate Hearings and directed written questions
to the Department of Commerce concerning
the need for more funding of the Patent
and Trademark Office.
If the Soclety.can be of any further assist-

ance, please feel free to contact us.

Sincerely,

C. FRED ROSENBAUM,
Co-Chairmen, Legisiative Committee.

ViEws OF PATENT OFFICE SocIETY

The Patent' Office Soclet POS) wag
founded in 1917 and is devotyed(to tl)ne im-
provement of the patent system.

The Soclety membership includes the pro-
fesslonal emplovees of The Patent and Trade-
merk Office (FPTO), a5 well as, Patent and
Trademark attorneys and sgents.

The Soclety 18 gravely concerned with the
present level of fynding of the PTO and the
effects of such lack of adequate funding on
the U.8. patent system. For the past several
years and to 8 greater degree, beginning in
1977, the PTO budget has had a “program de-
crease” in funding level in relation to what
was proposed. Each of these *“program de-
creases” has amounted fo approximately 1.6

‘million dollars and in the proposed 1980

budget the proposed “program decrease” is
1.633 million dollars. This consistent year-
after-year slashing of the pudeet has resulted
in the PTO being held to older policies and
procedures—unable to change tc meet cur-
rent demands, !

Industry, the' Patent Bar and the PTO
itself, have two criterié by which the per=
formance and product of the PTO are Judged.
Above all else, the patent-of merk must be
relisble and, as steled in the trade, carry
8 presumption aof valldity. In his prepared
testimony to your Oomm?ttee, upon presen-
tation of the 1980 PTO budpget, Dr. Baruch,
Assistant Secrétary of Gommetce for Science
and Technology stated that, “in fostering in-
novation, the relinbllity of patents is a pri-
mary concern.” In & memorandum prepared
for Dr. Baruch dated October 13, 1878, it
was stated, “Unless the inventor can have
reasonsable certalnty that, once granted, his
patent is (1) valid and (2) enforceable, then
the rights conveyed by & phtent are illusory,
the government has defaulteq on its respon-
sibllitles and, ultimately, the patent system
becomes a cruel hogx.}'. . .

The .other of the two ¢riteria is the amount
of time (or pendency) it takes to issue a

t
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patent or mark before the public. In the case
of an application for & patent, this pendency
period Includes the time for the date the
application is received in the PTO until the
application is published as a patent which
is approximately 20 months, now, but 1s in-
creasing. The importance of this criteria is
shown by the Appendix, Budget of the United

States Government, Fiscal Year 1980, under .

the Department of Commerce, Patent and
Trademark Office, page 253, 1t stated that,
“Although one goal of the Office is to main~
tain the average pendency for patent appli-
cations at approximately 18 months, the
pendency period will increase slightly in 1879
and 1880 due to greater emphasis on improv-
ing the gusality of patent review.” At page
254 of this document total pendency 1is
shown to be 18.9 months in 1977, 19.0 months
in 1978, projected to be 21.7 months in 1979
and 22.8 months in 1580.

Dnfortunately, it appears that the product
and performance of the PTO, when measured
by each of these criteria, is not what it
should be. As stated by Mr. Eric P. Schellin,
Esq., Vice Chairman of the Board of Trus~
tees of the National Small Business Assocla~
tion (NSB), in prepared testimony on March
27, 1979, before your Committee regarding the
proposed 1880 PTO budget, “Should a patent
get into litigation, the party oppésing the
patent holder will usually authorize a very
extensive search to redo what the Examiner
has done in an attempt to obtaln better
prior art. It is sad to note that most of the
time better art will be discovered. At the
district court level, fully 50% of the patents
will be declared invalid based on prior art
not previously found by the Examiner.”
Under such circumstances, the reliability and
the presumption of valldity of patents 1s
severely damaged.

There are many causes of this deteriorated
condition of the PTO, not the least of which
15 that the PTO long ago started a crash
program to bring the pendency time of ap-
plications down to 18 months. The wisdom of
the declsion to reduce the pendency and the
particular significance of 18 months pend-
ency is immaterial now. For the decade of
the 70's the PTO has been engaged in this
drive.

During this period the PTO changed the
examining procedures and established quota
production for its professionsls and clerical
personnel as a means to insure that the
number of patents and trademarks issued
would exceed the number of applications
projected to be filed, thereby reducing the
backlog and pendency time of applications.
For example, procedures were developed
which made it easler for the patent exam-
iner to restrict the subject matter of a patent
application. This resulted in a narrower
search in the examiners' assigned art which
could be accomplished in & shorter time.
A myriad of forms were introduced to shorten
the examiner's time In communicating with
the applicant and shorten typing time for
such actions. Also, the period in which an
inventor must reply to a PTO action was
shortened.

A quota production system was initially
introduced as & work standard but was
quickly institutionalized as & productivity
requirement. In its current form, the quota
demands that a specific number of applica-
tions must be acted upon by s particular
exminer in a specific number of hours. This
quota is expressed as the average number of
hours of time an examiner may spend on an
application before it 1s disposed of, i.e., ma-
tures as a patent or proceedings are other«
wise terminated before the PTO. The quota
for the PTO, as a whole, 1s about 15 hours of
exawmining time per dlsposal of & patent
application. It is significant that this figure
of 15 hours per disposal has not materially
changed In several years, even though the
number of examiners has been reduced, the
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number of new appilcations filed has in-
cressed, and the volume of art to be searched
has Increased.

As another result of this production drive,
trajning, educational programs, fleld trips
and time for reading trade journals and
other publications has been drastically cur-
tailed.

For several years, the PTO has been sup-
plying, as enclosures, coples of the patents
and other materials, cited by the sxaminer,

along with the examiner's action in the en- .

velope which Is mailed to the applicant.
At one time, these patent coples were sup-
plied from stocks of printed patents main-
tained for this purpose by the PTO. For one
reason or another, this procedure has been
stopped and replaced with a system which
requires the examiner to use his search file
patents cited In an actlon to make xero-
graphlc copies. During the period of time it
takes for all clerical chores to be completed
and zxerographic coples to be made, the
patents, attached to the application, are not
available in the search flles of the PTO. It
has been estimated that, at any given time,
up to 30% of the patents in an active art
may not be In the examiner’s search flles.
But this does not tell the whole story of
the lack of integrity of the examiner's search
files. Because of the lack of clerical person=
nel, & patent may be out of the search file
for & week to 10 days each time it is citea
in an application. This situation 18 com-
pounded by the fact that in most arts there
are “key” patents which are used much more
often than other patents. These “key” pat~
ents are out of the search flle much more
often than others. Each time a xerographic
copy of a patent is made 1t must be disassem=
bied and reassembled, providing the possi-
bility of lost or torn pages.

All of these changes mentioned were done
in a consclentious and dedicated effort to
accomplish what had been determined as an
overriding requirement. These administra-
tive methods appeared to be successful
through 1977 when pendency reached 18.9
months.

However, the results of this effort have not
been exactly what was intended when the
crash program was started. One direct re-
sult of this increased PTO production—
which was meeting or exceeding the number
of new applications filed during the years
of the late 60's and the 70's—was & vast
increase in the number of new patents swell-
iIng the search filles. Approximately 70% of
the applications examined matured into new
patents. Concurrently, there was a huge in-
crease in the amount of published data. The
PTO, lItself, could not swallow all these
patents, other published data and new tech-
nologles represented therein. New technology
made the older classification system inade-
guate. Lack of a good current classification
system made the new art very difficult to
locate within the PTO. In the face of all
these dramatic changes the number of
examiners was reduced and the quota of
15 hours per disposal stayed relatively the
same.

As early as 1976 the effect of this producs
tion program upon quality was belng re-
ported. Former Cominissioner Dann request-
ed in 1975 a study of the production goals
system used in the PTO, *‘particularly with
respect to the incentives and disincentives
in that system for quality examination.”
The draft report of this study was forwarded
to the Commissioner December 31, 1975. At
this time the 1977 budget request was being
prepared.

The findings of the study recommended
that the goals system not be eliminated but
“does recommend increased empheasis and
pressure for quality examination.” Other
reccmmendations included adding “at least
one hour” to the base quota; allowing ex-
tra time for “review of technological ltera~
ture, professional fleld trips and examina-
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tion of extraordinary cases,” and treating

the quota as a “norm” or work standard
rather than ‘“‘expectancy.”

Unfortunately, most of. the.recommenda~
tions developed in this 1975 study ended up
costing more money and when the fiscal
1977 budget was submitted it was reduced
1.497 million dollars. The PTO budget has
suffered similar reductions every year since
then.

From this cursory review of the crash pro-
gram for reducing pendency which has lasted
from the 1960's through the 70's, it can he
seen that the patent system has been
grestly expanded through the dedicated ef-
forts of the PTO while the PTO has remained
virtually the same size and the corps of ex-
aminers has been significantly reduced. Now
the measuring sticks show the gquality of the
patents issued by the PTO to be suspect and
the length of time it takes to get & patent
increasing. The only method of halting these
undesirable trends in our current patent
system 1s to match the PTO to this expanded
state. Such action, will require, not a de-
crease in funding, but an allocation of more
funding to the PTO.

Specifically, the PTO needs to increase the
number of examiners and commensurate
clerical support. This would have a bene-
ficlal effect on the quality of the patents
issued by allowing all examlners to have
more hours to examine each application,
More hours could be allotted for educational
needs, training, field trips, ete. An increased
number of examiners would also operate to
halt the Increasing pendency period.

The PTO needs to increase the level of
non-professional or clerlcal support to the
examiners so that the integrity of the search
files would be disrupted as little as possible.
With regard to quality of Issued patents,
this would be probably the most important
‘improvement.

The PTO needs to increase its level of ef-
fort in the documentation area to provide
the examiner and the public with better
search tools. Along with this, a better method
of providing copies included in PTO actions
must be found so that the integrity of the
search file is not destroyed as a function of
normal operating procedure.

Each of these proposals requires allocation
of funds over and above those available in
the proposed FY 1980 PTO budget. But in
this setting of critical need for more funds,
the Department of Commerce presents a PTO
budget to Congeress which provides.less funds
to the PTO than it has requested.

It is blatantly clear that the Department
of Commerce Is aware of the problems of the
PTO as shown by the answer to a written
question posed by Senator Bavh to Dr. Ba-
ruch during hearings on the FY 1980 budget,
as follows:

Q. Provide any other information that you
think would be helpful in my better under-
standing PTO related problems that ‘are neg-
. atively impacted by inadeauate funding and
headcount resources. In providing such in-
formation, specify in detail the resources
needed to meet a stated obiective to be
reached bv way of a specified plan of action.

A, The Patent and Trademark Office budg-
et needs relate to four goals (aad problem)
areas. I

(1) The issuance of quality patents that
will instill confidence in thelr validity by the
patentee, the Investor, the courts, etc., so
that the sublect of the patent will be devel-
oped and commercialized where warranted
(confidence in the validity of patents is de-
clining).

(2) The prompt lssuance of patents (with-
in an average of 18 months of filing) to speed
the development-of the technology and en-
able others to bulld upon it, pendency is 20
months and rising at the rate of 2 months/
year) and:

(3) Adequate dissemination of new tech-
nology to users (dissemination is presently
limited and of limilted effectiveness).

(4) The prompt issuance of trademark
registrations (within an average of 13
months of fillng) to stimulate industrial in-
novation and facilitate the marketing of
products and services. (pendency 15 over 17
months and is projected to double by the
end of FY 1980; applications filed increased
50% over the 8 year period 1975 to 1978 and
are continuing to Increase at the rate of 9%
per year).

We are studylng a variety of plans and
programs to achleve the above objectives in
an optimum manner with due consideration
for timeliness and priorities. While we do not
now have a totally Integrated overall plan,
we would expect to include in our FY 1981
budget request the first increment of a multi-
year program to achleve these objectives.
One estimate of the additlonal first year costs
totals over 814 miliion.

In the answer, Dr. Baruch states that the
pendency time for Trademarks s expected
to double by the end of FY 1980, the pend-
ency of patent applications is increasing at
a rate of 2 months per year, and that confl-
dence 1n the valldity of patents s declining.
There 1s an estimated cost of correcting these
problems, - along with others, of an addi-
tional 14 milllon dollars but maybe—just
maybe—a budget Increase will be Included
in FY 1981. In the meantime, the Depart-
ment of Commerce is requesting a PTO pro-
gram decrease for FY 1980 of 1.633 million
dollars.

Dr. Baruch also states, in answer to an-
other question by Senator Bayh, that in order
to reduce pendency to 18 months by FY 1987
additional funding would be required which
would include an estimated 6.5 million dol-
lars in FY 1980. The text of Yhe question and
answer are as follows: _

Q. Your statement says the pgoal of the
Patent and Trademark Office is to allow pat-
ent . applications to pend only 18 months,
You are not meeting that goal. How many
examiners are needed to meet the 18 month
goal? How much additional funding would
be required? How much would it cost in this
regard to stabilize pendency time at 20
months?

A. In order to reduce pendency to 18
months by FY 1987, we estimate we would
need to:

1. hire about 360 additional examiners In
the FY 1980-81 time period,

2. provide a full overtime program in FY
80-81,

3. hire sllghtly more examiners than we
losé through attrition each year.

The additional costs—including additional
clerical support and patent print costs—of
such a program are estimated to be about
$5.5 million in FY 1980, another $3.1 million

"In”"FY 1981 and an additional $1.7 in 1682

and beyond. Holding this level of funding
through 1985 would result in 20 month pen-
dency in that year, with a8 reduced level of
funding in subsequent years to hold 20
month pendency; without reducing funding,
pendency of 18 months in 1987 will result.

Regardless of the inconsistency present be-
tween the Department of Commerce’s budget
request for the PTO and the testimony of
the Department with regard to that budget,
it appears that the Department of Commerce
now savs that the PTO requlres an estimated
additional 5.5 million dollars In F'Y 1880 and
an additional 14 million dollars in FY 188B1.

The Patent Office Soclety endorses the post-
tion teken by the Department of Commerce
in its written answers to Senator Bayh's
questions.

_The Patent Office Soclety greatly appreci-
ates the opportunity given to it by Senator
Hollings to express its views regarding the
Patent and Trademark Office budget.@
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