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Mr. Chairman, Ranking Member Berman, and other distinguished Members of the Intellectual Property Subcommittee.

My name is Ronald J. Riley, and I am an inventor.  I founded the Professional Inventors Alliance USA to bring a voice to Washington, D.C. since, generally speaking, anytime Congress approaches reforms to the U.S. Patent and Trademark Office and to the underlying patent laws of the United States, inventors are for the most part left out of the debate.  In general, Congress hears from patent counsels who represent large corporations, such as the multinational organizations that support H.R. 2795, or any of its variations that have come to pass since its introduction in June.  A most interesting thing to point out is that there is a so-called red-line version of the bill now referred to as the “consensus” draft.  It turns out that 33 companies got together and decided that this is what they want from Congress.  

Thirty-three companies may make a consensus in the eyes of a few, but to those of use who use and depend on the current and strong patent system, we question the wisdom of accepting such a draft without full and comprehensive hearings that everyone can understand.  This issue, while arcane, is one of the most important issues that will ever come before the U.S. Congress.  It goes right to the heart of why our country is a world leader on so many fronts.

Promoting the General Welfare of the Constitution does not, in my opinion, mean writing laws that seemingly benefit one sector of the nation to the detriment of the general public.  Quite frankly, the public interest will not be served by the passage of H.R. 2795, or any of the variations that I have read to date.  Moreover, the Constitution discusses specifically the exclusive rights conferred to authors and inventors to their respective writings and innovations.  H.R. 2795 challenges the constitutional framework of exclusive rights for intellectual property owners in many ways.

Additionally, proponents of H.R. 2795 suggest that these proposed changes will lead to more quality patents, less litigation, harmonization, and, somehow, more innovation.  Those of us in the Professional Inventors Alliance could not disagree more with that assessment and we believe that the very large entities promoting this legislation are not being entirely accurate with their descriptions of the legislation to Members of this subcommittee, nor are they presenting the big picture of how this legislation could negatively impact our economy.

I also would like to address something that I find very interesting.  Proponents of patent reform tend to use questionable and sometime insulting terms in order to paint opponents of patent reform in a certain way.  In the 1990s, the so-called submarine patent was the base issue that was showcased to obtain changes to the patent system.  This year, it seems to be the term “patent trolls.”  This term refers insultingly to those companies and/or individuals who trade in patents which they have obtained one way or another – legally – from inventors.  In the United States, which was founded on the concepts of free enterprise and ownership of property, trying to stop such legal activities is questionable at best.  If an inventor can do better by placing his invention in the hands of a professional patent marketer, this should not be thwarted.  This is no different, in reality, than using a real estate agent for selling a house or commercial space.  

Q. Todd Dickenson, the former director of the U.S. Patent and Trademark Office and now a counsel to General
 Electric, testified on July 26 of this year before the Senate Judiciary Subcommittee on Intellectual Property that General Electric was a patent troll.  In fact, he stated that almost every large company with patents is in some fashion a patent troll.  So I hope this discussion of the so-called patent troll can be deleted from the debate.

Intellectual property rights are as important as real property rights.  As you all well know, the United States Supreme Court recently held in the Kelo decision that local governments may force property owners to sell out and make way for private economic development when officials decide it would benefit the public, even if the property is not blighted and the new project's success is not guaranteed.  It is apparent that Congress understands how controversial the Kelo decision is.  Real property and the laws regarding takings are easier to comprehend as Congress has stepped right up to address the Kelo decision in several ways.

With all due respect to the Members of this Subcommittee, the Professional Inventors Alliance views all versions of H.R. 2795 – including the Manager’s Amendment and the so-called Redline version – the way real estate property owners view the Kelo decision.  Many provisions of the legislation that the supporters claim will improve the system will, in fact, take intellectual property right out of the hands of the actual inventor without just compensation, or any at all for that matter. 

Private property is a foundation principal that has set our country apart from the rest.  Fundamentally, many provisions found in the many versions of H.R. 2795 are to intellectual private property rights as the Kelo decision is the real private property rights.  Therefore, it is with great hope and encouragement that the distinguished Members of this subcommittee and the rest of Congress, should the legislation progress forward, take a very, very close look at why the Professional Inventors Alliance believes strongly that provisions found in the many versions of this legislation will have disastrous effects on independent inventors, small- and medium-sized businesses throughout the country, and the economy as a whole.

First to File 

Every version of this legislation of which I am aware includes a provision known as First to File.  Supporters of this system say that this change from the current and stronger “first to invent” system will stop the time-consuming “interference” legal arrangement necessary in determining who actually is the first to invent where such a question arises; therefore, there will be less litigation.  This is false in that the numbers of patents that go through interference are minute.  According to the U.S. Census Bureau and U.S. Patent and Trademark Office, in 2003 there were only ninety (90) inter partes interferences declared out of 367,000 patent application filings; there were 2721 ex parte interferences.  This comes to .0076 of a percentage point.  The bottom line is that there are not a lot of these cases brought through the system.

The reality of a first-to-file system is that patents will be of less quality; prior art will not be researched thoroughly, if at all.  In the race to file a patent, companies likely will file as many patents as quickly as possible thus jamming up the patent examination process with unnecessary proceedings.  Such a system will encourage incomplete and poorly drafted concepts.  These facts will make the system more – not less – litigious than the first to invent system.  In fact, it could open the patent attorneys up to malpractice suits IF they didn’t beat someone to the patent office to file the application.   

A significant side effect of first to file is that the large number of published patent applications which do not proceed to become issued patents become pseudo prior art which then is used to interfere with subsequent inventors getting the patents they are due.  In other words, the “new” prior art is actually very poor and will lead to less quality in future patents.  This runs contrary to what those who are promoting this legislation say with respect to this legislation.

As we all know, harmonization is one of the “reasons” Congress is working to alter our patent system.  Well, Japan has the first-to-file system and firms tend to file applications as soon as possible to prevent their rivals from using the invention before them.  The point of this statement is that it shows that companies will game the system.  Proponents of changing the U.S. system to one that is not as strong point to several scenarios as examples for why changes in the system are needed.  Congress should be aware that there are calls by Japanese interests for changes to the Japanese system, itself, because their system is facilitating wholesale theft of their inventions.
Finally, under a first to file system, far too many questions exist to determine how it will impact our tried and true system.  For many patents – especially extraordinarily innovative ones -- it takes years before a patent issues.  There is a long pending timeframe now that is getting longer.  The question then becomes: When does a first-to-file patent become a "real" patent?  Also, when do subsequent filings that also may be “real” patents –- get their chance at being issued and not stopped by failed first-to-file filings?  In other words, is the first to file filing really the invention?  This is a clear case of unintended consequences that will clog up the examination system and further clog up the courts with litigation that currently is non-existent under the first-to-invent system.

18-Month Publication of all domestically filed applications 

It is with great interest that I hear all of these corporations discuss harmonization with other countries’ patent systems.  We always hear specifically about Japan’s patent system, and apparently the promoters of this legislation think highly of that system.

Just this past July, an article from a Japanese media outlet written by Yomiuri Shimbun was published.  I have included the article at the end of this written testimony and ask that it be made part of the official record.

The central theme to the article was that Japan’s intellectual property competitiveness is in decline.  Interesting points were made about what Japan is giving away in terms of economic resources.  The director of Japan’s External Trade Organization’s Intellectual Property Rights Beijing Office last year visited the head office of the Haier Group, China’s largest consumer electronics maker.  A Haier Group official “proudly” told the Japanese IP official that they use dozens of computers to search for patent applications submitted to the patent office in Japan, the United States and European countries to obtain useful information to develop “their” products.  The Chinese company’s official noted that it was for that reason alone that their company spends only small amounts of money on research.

Rightfully stunned by the information, the Japanese IP director of External Trade discussed his experience with the head of a private? patent office in Tokyo, who then turned around and asked his colleagues to figure out how often patent applications were being reviewed on the Japanese patent office’s website from people in China and South Korea.  Each day, from these countries respectively, Japan’s patent office website was hit 17,000 and 55,000 times.

This is astounding information that I hope the subcommittee understands.  This Congress is on record as being very concerned about piracy by unscrupulous overseas firms.  Foreign competitors, many whom we know are already are stealing such information, can move forward untouched while harming the true creators and innovators of new discoveries and ideas.  Japan’s system is leaking and Congress is embarking on changing our laws to be in line with their poor ones.  Legislation attempting to harmonize with Japan and the E.U. must be reconsidered closely and thoroughly.  Perhaps Japan and the E.U. need to adopt some of our intellectual property protections.  

The article discusses that the IP competitiveness is a foundation of Japan’s national strength.  PIA argues that our current patent system, which has served this country well for over 215 years, is the foundation for our country’s economic and innovative strength.  There is a reason why the U.S. is a leader in the world although we are one of the youngest countries on the globe.  The U.S. respects personal property, both intellectual and real property.  In other countries, this is just not the case.  That is why the Professional Inventors Alliance finds it alarming that Congress is actually looking to weaken our system of intellectual property rights protections that currently exists and are the strongest in the world.

The pre-patent world publication after 18 months devalues the application process and actually makes it an adversarial opportunity for unscrupulous entities seeking to steal ideas from those legitimately going through the system.  Therefore, the newly knowledgeable firms – both international and domestic – with an ability to review such published applications can begin to advance a not yet patented innovation.  With the U.S. Patent Office’s internet site, people around the world can see the details and begin to pirate and market ideas that are currently held in secret.  This devalues the both the application and patent to the point where going through the system will prove more harmful to an inventor / small business trying to secure exclusive rights guaranteed by the Constitution.  This cannot seriously be the intent of this Subcommittee, but it is the reality.

Pre-grant publication is ill-conceived.  Cutting-edge technologies take many years to go through the patent system.  Right now, if an inventor files overseas they know that the application will be published after 18 months.  This proposed legislation takes away even this modest protection – the current domestic filing with no publication -- from the actual inventor.  Moreover, for domestically filed applications, publication at 18 months worldwide of the application details that which historically in the U.S. has been held in confidence (secret) will harm the actual inventor.  

Secrecy ALWAYS has been a key ingredient of the U.S. Patent System.  In fact, the Patent Office always has kept the details secret until a final decision was made regarding patentability.  Under the current system, if the domestic-only filed application is not granted a patent, all of the information surrounding the application are returned to the inventor sealed thereby allowing the actual inventor to rework the application OR go the way of trade secrets.  This provision, which is in all of the proposals, will take away this opportunity for inventors and small businesses to take their ideas and move forward and prosper even without patent protection but through what is known as trade secrets.

Third-Party pre-grant review

Publication and third-party pre-grant review go hand-in-hand.  This also is an attempt to harmonize the U.S. Patent System with that of the Japanese.  This pre-patent/pre-publication review allows rival companies – both foreign and domestic – to learn the details of the innovation and challenge the examiner during what is now done in total secrecy.  To reiterate, secrecy is very important so that the true inventor is protected and he/she can be assured the exclusive right to it and receives royalties.  
Aside from allowing others to learn all of the details of the applications before they are protected, adding this procedure for third party review will add delays to a patent.  It also provides competitors time to research and learn more about the innovation in order to make their best objections against claims allowed by the patent examiner.

This provision will add extra hurdles to the patent process to the detriment of the applicant (i.e., actual inventor).  This will lengthen the time toward granting a patent, not lessen the time as proponents of the legislation claim.  Moreover, this adds yet another place for unscrupulous competitors to learn about the innovation, put it into use and therefore claim prior use.  This provision adds an additional measure to lessen the quality of the patent.
The third-party participation in pre-grant reviews provision devalues the patent by allowing entities to learn and challenge what is currently being done in secrecy, which is very important so that the true inventor is protected and can be assured the exclusive rights to receive royalties.  This participation also will delay the patent and further burdens to the examiners, which – according to Under Secretary Jon Dudas – are already over encumbered with work.

Third-Party Reexamination 

It is with great hope that every member of this subcommittee understands exactly it is that is being proposed in this legislation.  The current Inter partes examination proceedings differ from the proposed post-grant opposition proceedings in that inter partes reexaminations already are available under the current process at any time during the life of the patent and are limited to patentability issues based on earlier patents or publications describing the invention at issue.  This legislation expands inter partes reexaminations by removing the limitation that any requester is estopped from asserting at a later time patent invalidity on any ground that the requester “could have raised” during the reexamination proceeding.  This allows continual post-grant oppositions by an infinite number of entities that obviously will harm those with limited funding (i.e., small businesses and independent inventors). 

Of course, the original limitation was intended to balance the equities involved in inter partes reexamination, and comported with fundamental notions of fairness. This is no different than what occurs if an infringer is sued in court and, having argued invalidity and losing, that same infringer cannot later bring a second lawsuit seeking to invalidate the same patent.  

PIA’s position is that this is but another provision that will harm the small business and independent inventor by devaluing the exclusive right to a patent.  It also will severely add to the costs of obtaining a patent and weaken the current system.

Prior User Rights

Patent law favors the patent holder who applies the Founders’ desire for placing patents in the public domain.  H.R. 2795, the July Manager’s Amendment, and the new September 1st red-line version of the bill bring “prior user rights” into U.S. law to harmonize with Japan and European patent law – expanding on the first-to-file patent right.  Well, I’ve already discussed how the first-to-file proposal will harm independent inventors and small businesses.  So, let’s go over in detail how this provision will harm the U.S. patent system to the detriment of not only small business people and inventors but the interest of the general public.

Prior user rights neutralize and devalue the exclusive rights to a patent.  The concept is to allow anyone using technology that is covered by claims made in a patent to pay no royalties to the patent owner if it can be proven that the prior user actually utilized the innovation before the patent was issued.  Prior user rights provide an open invitation to commit fraud in an attempt to avoid paying for the rights to use the patent and create a never ending cause for more rather than less litigation.

First, the inventor or small business must discover the use by the prior user party then file suit in order to get them to stop using the innovation (current process).  Enactment of this legislation provides a prior user right that would give anyone – deep pocketed corporations, both foreign and domestic, for example – a new defense to use the patented innovation at will.  This essentially diminishes to zero the value of the patent if the inventor is a small business / independent inventor and the “prior user” is a large corporation with a lot of money.  The new prior user rights defense coupled with third-party pre-grant review and 18-month publication fly in the face of the constitutional provisions rewarding those who disclose and patent their innovations.

The question raised with allowing prior user rights is:  What is the motivation for an independent inventor or small business to go through the costly patent process when that patent can be taken by another claiming prior use?  Moreover, IF the idea of the legislation is to limit law suits, imagine if the owner of the patent has as much funding as the “prior user” – this could then result in more – not less – timely and costly litigation.  Again, this runs contrary to the authors’ intent on limiting litigation.  

Assignee Filing

This provision has to be viewed from the eye of the beholder.  This legislation allows employers, a.k.a. assignees, to have the absolute power to file an application without the signature of the actual inventor, or even the knowledge of the inventor!  This proposal renders powerless the inventor against their employer with respect to patent ownership and control.  It is always beneficial for there to be a record of the actual inventor.  

With a Congress that is so determined to show how strong they are with respect to property rights after the Kelo decision, this provision should be of major concern to a great many of people.

Best Mode

Eliminating “Best Mode” essentially would alter the definition of “prior art;” simply put, this is any existing knowledge of a similar innovation via ways accessible by the Public.  Current law requires inventors to disclose to the public the best use of the invention at the time the patent application is filed.  Without this requirement, the inventor and not the public would know the full use of the patent.  It also would allow for an unscrupulous inventor to increase the term of the patent protection by filing ‘improvements,’ about which they were already aware, later.  While the bill’s authors claim that they want to improve the quality of patents, it seemingly would do the opposite.

The "best mode" requirement makes it necessary to disclose a specific embodiment. Patent applications and patents without specific embodiments are respectively filed and issued in Japan and that is why a Japanese patent is often not a good piece of prior art.  For a detail in a specific embodiment may be the very thing that can be put into a claim to make it allowable over the prior art. 

The purpose for which our Founding Fathers created the U.S. Patent System is to promulgate knowledge and technology.  The “deal” with the federal government is that if an inventor provides enough details of the innovation so that someone skilled in the art could duplicate it, the government would provide the inventor an exclusive right (property right) for a limited time and keep others from using the invention.  Therefore, there is no reason to hide the innovation and by virtue of knowing the “best mode,” others will learn how to utilize and improve upon it; thereby building knowledge for the public, as a whole.  So anything but “best mode” is in effect gaming the system and cheating the intent of the patent system itself.

Please understand about this term “specific embodiment;” It is necessary when making claims (i.e., value points) for the patent.  Eliminating the ‘best mode’ requirement may make it difficult for people to fully know and understand how the patent is supposed to work.  The specific embodiment is the best mode of operation of the patented innovation.  Not requiring best mode is an open invitation to game the system by later filing the best mode which had been withheld to gain longer effective patent terms.
Duty of Candor and Limitation of Inequitable Conduct

While the legislation would codify a duty of candor (specific embodiment) owed by the patent applicants, it seeks to limit substantially the defense of inequitable conduct – intentional acts and omissions of a patent applicant or representative of a patent applicant during the course of obtaining a patent from the USPTO – by allowing it only to be pled where the court has first invalidated a claim and the accused infringer has a reasonable basis for alleging that (“but for” conduct of the inventor) a reasonable patent examiner would not have allowed the invalidated claim to issue as part of the patent.

Under the current system, the party alleging inequitable conduct must prove the threshold elements of materiality of the misstatement or omission and intent to deceive the patent office by clear and convincing evidence.  The determination of inequitable conduct is committed to the district court's discretion.  Inequitable conduct is highly factual, often turning on credibility of witnesses.  Courts have long been viewed as best able to resolve highly factual questions such as intent to deceive.  Moreover, the defense is not available, under the current language, until after there is a finding of invalidity.  In essence, the defense is not available to a defendant until it has already won the case.  Under the legislative proposals, however, the matter would then be referred to the USPTO and leave sole determination in the office with no right to appeal.  

The American Intellectual Property Law Association interestingly states that “the current reliance on the courts for ‘enforcement’ of the duty (of candor) is problematic because it can lead to the punishment of benign deeds and the failure to punish bad deeds.  The ultimate ineffectiveness of the inequitable conduct defense today is probably best illustrated by the fact that it is raised and litigated in almost every important patent case, but is rarely successful.” [emphasis added].  If it is rarely successful, it appears that the courts indeed are doing their jobs appropriately.

Determination of Damages

This provision seeks to limit the damages to the portion of the total value of the method or apparatus in question by the value of the overall invention (entire market value rule).  It seems that the courts are the best place for this to continue to transpire because a broad-based law might have an adverse effect.  For example, while attempting to hinder willful patent infringers, this provision would reward them.  It also can be viewed as sort of compulsory licensing.  

If infringers aren’t worried about getting hit with the full market value of the overall invention, then they can simply view the infringement as a “cost of doing business.”  Large corporations could hammer small businesses and inventors because the curtailing effect of damages due to the inventor would be lowered substantially.  

Let’s take a look at an example to determine damages by the “portion” of the “total value” – Think in electronic terms that of a wheelbarrow.  If the invention in question were the wheel, and the entire wheelbarrow sells for $100, what is the contribution of the wheel?  Though the wheel may be considered only 10 percent of the cost, its contribution to the whole is infinite.  It is the causal component and without it, the wheelbarrow is worthless.  

Let’s now consider that there is a wheel on the original product, but the new invention provides the equivalent of a ball or roller or other bearings which make the wheel work much better.  What then is the value of the new invention?  Would it be simply the cost of the bearings?  

With invention, one must consider what makes the invention enabled.  Without the wheel or the bearing, it is not a wheelbarrow.  Though other inventions may be more subtle, the value of the whole invention may rest upon the inventive content.  This is because an improvement to the product may be the reason the newly combined devices can be sold at a premium (or even sold at all).  That can be referred to as a “competitive edge,” and without the new invention, it is just another of the same.

This is the purpose of invention, since all but the seminal inventions are improvements on other previous inventions.  The first or seminal invention might be a reduction or means of implementing a discovery that has not before been implemented.  From that time, inventions based on that invention are improvements that may make the previous improvement(s) un-saleable or primitive.  In short, the value of the invention is often not the “part” or “portion” of the overall value but it is the gestalt of the system because without it there would be no reason to use or by the “invention” over the same or similar product that does not include it.

Limitation of the Doctrine of Willful Infringement

This section proposes limitations on treble damages to specific case where the defendant (willful infringer) has received a detailed written notice from the patent owner specifying all of the charges.  Contrary to limiting lawsuits as the authors claim as one of their objectives in this legislation, this one would create more problems and litigation.  For instance, patent infringers wouldn’t be motivated to abide by the patent protections of the inventor in that they would pay less in damages related only to specific cases in combination with the market value changes.  This would dampen efforts to thwart the stealing of intellectual property.  

Without the ability to sue for and collect damages because of “willful infringement,” there is little if any reason for larger and well-heeled companies to stop infringing.  A perfect example of such a company was RCA under the leadership of David Sarnoff.  He spent years and millions of dollars fighting valid patents of Philo Farnsworth of Utah, the actual and seminal inventor of the systems of electronic television we use today.  As a side note, his statue, not Sarnoff’s, is in the U.S. Capitol to presumably celebrate his innovations in television.  

Here is one of the best examples of the hard road for the individual inventor – even one who invented one of the greatest breakthrough products in the world.  Farnsworth, like many inventors, had to crawl along to market, fighting the entrenched large companies (RCA) and new technology.  In this case, Farnsworth was a 14-year old Mormon farm boy who realized, while plowing his potato field, that one could draw a picture on a phosphorescent tube, one line at a time.  This is a brilliant insight that took him years to perfect.  And when he did the large companies – RCA, front and center – did their best to destroy him.  This is but another example how the Professional Inventors Alliance believes the various versions of H.R. 2795 will tip the scales in favor of the deep pocketed infringers to the detriment of the actual inventor.

Because of the initial bill, references to proponents of the H.R. 2795 bill as introduced, and comments made by members of Congress concerning the following provisions, we want to go on record to discuss both injunctive relief and limiting the scope of continuations.

Limiting Injunctive Relief

While eliminating injunctive relief was part of the base bill, it is highly likely that proponents of the original version will continue to push for this provision.  So I want to pay attention to it briefly because we understand that there will be efforts to “put it back in the bill once it passes out of committee,” as was stated by a distinguished member who sits on this panel, while he was addressing supporters of the legislation.  

In short, this is compulsory licensing under another name, which can also be classified as a regulatory taking.  This provision unconstitutionally undercuts the “exclusive rights of authors and inventors” granted under valid patents by allowing the courts to determine “equity” in considering “fairness of the remedy in light of all the facts and the relevant interest of the parties associated with the invention.”  Simply put, infringement is infringement and patent holders, under this section, cannot be guaranteed exclusivity of their invention.   Moreover, this essentially is compulsory licensing under another name.  In effect it is a regulatory taking of private property.  This would be an enormous blow to universities, the independent inventor and small business owner, especially those who are attempting to obtain venture capital for the commercialization of their invention(s).

In the case above (Philo Farnsworth vis-à-vis RCA) it took countless trials that in each one RCA lost.  But with their largess, they had power and money to try and return and retry ad nauseam until the Courts finally put their collective foot down.  Few innovators and/or inventors could have survived this.
Limiting the Scope of Applications

Proponents of limiting the scope of continuing applications would keep the inventor from broadening the scope of his/her claim after the initial filing of the patent application.  Adding this provision could have very poor side effects.  The proponents of the legislation claim they want to do away with subjectivity in the examination process.  In our opinion, this may have the very opposite effect.

During the hearings on patent reform, Under Secretary Jon Dudas claims that the increased mass of continuation applications has burdened the workforce.  Also, that there are a “few” people who have used the continuation applications procedures to “track” the commercial development of a specific technology only to “spring it upon” an industry.  So why not provide more money for more examiners to the USPTO instead of changing the entire patent system that will benefit only a select few?

Thwarting the creativity of inventors by limiting claims to those in the initial application will severely hurt the patent system and unnecessarily deny applicants the right and opportunity to obtain protections for their entire inventions.  Quite often applications for newly discovered ideas take a long time to go through the system.  At the same time, further ideas arise after the initial application is processed that had only the initial claims.  By not allowing the inventor to make claims for his or her invention would lead to legitimate inventions going unprotected by the proposals before the subcommittee.  At the same time it brings into question the constitutionality of the provision because the inventor is not provided such guarantees to exclusive rights.

CONCLUSIONS

The Manager’s Amendment, as well as the other variations of the legislation, if passed as currently written, would be an enormous blow to universities, the independent inventor and small business owner, especially those who are attempting to obtain venture capital for the commercialization of their invention(s).  As I indicated I my opening statement, the Supreme Court’s recent decision on Kelo is to private real property as many provisions of this proposed legislation is to private intellectual property.

Taken in total, this would be the most comprehensive change to the patent system in history.  At the same time, it would weaken the best patent system in the world to that of Europe and Japan.  It would open our innovations to worldwide piracy through the many provisions in the bill – first to file, worldwide publication, third party input both pre- and post-grant, limitations on damages for infringement and prior user rights.  Taken as a whole, patents as we know them today will not be worth much if anything.

There is nothing in any treaty to which the U.S. is a part that requires us to re-write our laws.  While there are minimum requirements, the U.S. can maintain its strong patent system and still be compliant with all treaties.  On the other hand, other countries are free to strengthen their patent systems to allow innovation and advancement to occur in their countries.  Even with current protections set forth in our Trade Related Intellectual Property System that supposedly were written to protect U.S. intellectual property holders, dozens of nations that signed onto the agreement have not honored their commitments.  Likewise, the U.S. has not enforced them since 2000.  

It needs to be pointed out that the USPTO takes in more than adequate financial resources through fees (inventor taxes or innovation taxes), which since the early 1990s have been diverted from use by the Patent Office by Congress and used for general obligations elsewhere in the federal budget.  Recent temporary medications in our laws have changed this process thereby providing the USPTO with vastly more resources.  Perhaps it would be better to allow the USPTO to hire more examiners to address the “burdened” workforce before altering (and severely weakening) the U.S. Patent System.

It is clear that intellectual property experts from the international community also are calling for new patent procedures that will lessen unnecessary patent application filings.  Even Japan’s “experts” are concerned with how unscrupulous companies in South Korea and China are utilizing the “open applications system” Congress is currently considering implementing in the U.S.  To do so is frightening, not only from an independent inventor’s point of view, but also for national security considerations.  Members of the Professional Inventors Alliance are clearly concerned with the proposals pushed by multinational corporations that, if enacted into law, will have an enormous impact on our country’s economy and innovative sprit.  Please do your due diligence and listen not only to those promoting these provisions that will line their large and deep pockets.  More importantly, please consider what the impact of changing the best system in the world and unilaterally weakening it down to mediocrity and how it will affect our country as a whole.

On behalf of the Professional Inventors Alliance we respectfully request that Congress tread very, very carefully in this policy arena and not move forward with any of these controversial proposals that will benefit only a portion of those who benefit from the current patent system.  After all, it has served this country well for over 200 years.

Thank you for the opportunity to present the views of the Professional Inventors Alliance.  We do have many ideas about how to improve the system and when called upon to provide those, we will be happy to do so.  Please feel free to contact me if anyone has any questions concerning this testimony.

ATTACHED ARTICLE

Japan's System Of Registering IP Obsolete

Updated:2005-07-06 15:13:14 MYT 

Japan's intellectual property competitiveness--a foundation of the nation's strength--is in decline. This group of articles in the "Planning National Strategies" series considers issues on the nation's technologies, human resources and other intellectual issues to explore its future strategies.

The following is a partial translation from the Yomiuri Shimbun's first installment in the series.

Yoichi Gotani, director of the Japan External Trade Organisation's Intellectual Property Rights Beijing Office, remembers the great shock he had last summer when visiting the head office of Haier Group, China's largest consumer-electronics maker, in Qingdao.

The shock came from remarks by an official in charge of the company's intellectual property. The official told Gotani proudly, "Using several dozen computers, we've searched for patent applications submitted to patent offices in Japan, the United States and European countries to obtain useful information to develop our products. Thanks to that, our company spends only a small amount of money on research."

"Most of these applicants won't be granted patent rights. Also, as the applicants don't usually apply for patents in China, there's nothing legally wrong in us using them," the official added.

Stunned by the remarks, Gotani told his predecessor, Kenji Hidaka, who served at the time as director of Patent Strategy Planning at the Patent Office, about the incident in China.

Hidaka, who now runs a private patent office in Tokyo, then asked his colleagues to figure out how often people in China and South Korea looked at patent applications on the Patent Office's Web site.

The results were surprising. The number of hits on the Web site from China and South Korea each day amounted to 17,000 and 55,000, respectively.

In 2003, about 360,000 applications were filed with the Patent Office by Japanese companies. Among them, those applications that were also filed for overseas use and granted the patents both at home and abroad totalled 30,000, according to an expert's estimate. The remaining 330,000 were left available worldwide free of charge.

Before entering the broadband age, those seeking patent information had to visit the Patent Office and look through hard copies of application documents.

Hidaka said the drain of intellectual property-related information was the product of advanced information technologies.

"Like Japan, the United States and China have made the content of patent applications available to the public on the Internet. But the Patent Office's Web site in Japan is much more user-friendly as it has allowed users to do advanced searches and get the entire content of patent applications just by typing key words," Hidaka said.

"Why is that?" he asked. "It's because the public has urged [the Patent Office] to make it easier to use."

Hidaka's remarks pose the question of whether Japanese are too naive or too generous in publishing such information.

More surprisingly, about 40% of the 360,000 patent applicants did not file for patent examination, so their applications eventually were withdrawn automatically.

As Japan has adopted a first-to-file system in which the first company to file will be granted the patent right, firms tend to file an application as soon as possible to prevent their rivals from using the invention before them.

Some intellectual property experts are calling for new patent obtainment procedures that will discourage Japanese businesses from filing unnecessary applications. But some people in business circles are not enthusiastic about reviewing the current patent system.

"Japanese companies can't get out of the mind-set of protecting their businesses without looking at the problems overseas because they're too busy competing with their rivals at home," a government official said.

Hidaka also questioned the current patent system.

"Japan's precious technologies, about which inventors normally don't want to disclose the details publicly, have been leaked through a system that is supposed to protect their intellectual assets," Hidaka said.

"When I learned about Haier's commercial practice, I thought, 'What a nerve.' But that's not the issue. The problem is Japan's vulnerability," he added.

The basis of intellectual rights that can constitute national power is now widely under threat.

Yomiuri Shimbun/ANN
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