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Ms. KAPTUR. I yield to the gen-

tleman from California. 
Mr. BERMAN. Mr. Speaker, I take 

the gentlewoman’s point about U.S. 
companies and who might be called a 
U.S. company. I simply wanted to 
point out that the chairman of the 
Committee on the Judiciary has a 
manager’s amendment that will not 
simply limit this to U.S. companies, 
but limit it to searches only by compa-
nies employing U.S. citizens to perform 
the searches. So there is that as an ad-
ditional element. 

Ms. KAPTUR. Mr. Speaker, reclaim-
ing my time, and I thank the gen-
tleman from California for those com-
ments, but it is interesting because our 
submarine technology happened to end 
up in the hands of the former Soviet 
Union through a subsidiary of a com-
pany operating here and also in Eu-
rope. It does not matter if U.S. citizens 
are in those jobs; what matters is who 
owns the company. And beyond that, 
why should we be outsourcing anything 
from the Patent and Trademark Office? 

I totally oppose this bill. At least I 
want on the record that there was one 
Member standing to say that the con-
stitutional protections to America’s 
patent holders and inventors should 
not be breached. It has been working. 
Why change it?
ANNOUNCEMENT BY THE SPEAKER PRO TEMPORE 

The SPEAKER pro tempore (Mr. 
LAHOOD). The Chair would appreciate 
Members’ abiding by the time limits.

Mr. HASTINGS of Florida. Mr. 
Speaker, I have no further requests for 
time, and I yield back the balance of 
my time. 

Mr. LINDER. Mr. Speaker, I have no 
further requests for time, and I yield 
back the balance of my time. 

The SPEAKER pro tempore. All time 
has expired. Without objection, the 
previous question is ordered. 

There was no objection. 
The SPEAKER pro tempore. The 

question is on the resolution. 
The resolution was agreed to. 
A motion to reconsider was laid on 

the table. 

f 

GENERAL LEAVE 

Mr. SENSENBRENNER. Mr. Speak-
er, I ask unanimous consent that all 
Members may have 5 legislative days 
within which to revise and extend their 
remarks and include extraneous mate-
rial on the bill H.R. 1561, soon to be 
considered. 

The SPEAKER pro tempore. Is there 
objection to the request of the gen-
tleman from Wisconsin? 

There was no objection. 

f 

UNITED STATES PATENT AND 
TRADEMARK FEE MODERNIZA-
TION ACT OF 2003 

The SPEAKER pro tempore (Mr. LIN-
DER). Pursuant to House Resolution 547 
and rule XVIII, the Chair declares the 
House in the Committee of the Whole 

House on the State of the Union for the 
consideration of the bill, H.R. 1561. 
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IN THE COMMITTEE OF THE WHOLE 
Accordingly, the House resolved 

itself into the Committee of the Whole 
House on the State of the Union for the 
consideration of the bill (H.R. 1561) to 
amend title 35, United States Code, 
with respect to patent fees, and for 
other purposes, with Mr. LAHOOD in the 
chair. 

The Clerk read the title of the bill. 
The CHAIRMAN. Pursuant to the 

rule, the bill is considered as having 
been read the first time. 

Under the rule, the gentleman from 
Wisconsin (Mr. SENSENBRENNER) and 
the gentleman from California (Mr. 
BERMAN) each will control 30 minutes. 

The Chair recognizes the gentleman 
from Wisconsin (Mr. SENSENBRENNER). 

Mr. SENSENBRENNER. Mr. Chair-
man, I yield myself such time as I may 
consume. 

Mr. Chairman, H.R. 1561 will help im-
plement the Patent and Trademark Of-
fice’s Strategic Business Plan to trans-
form the agency’s operations. The bill 
incorporates a revised fee schedule pre-
viously submitted by the PTO that will 
generate much-needed additional rev-
enue. The plan also includes a true 
structural reform of the office, which 
demonstrates that the PTO is not sim-
ply saying give us more money and we 
will solve the problem. The implemen-
tation of the strategic plan is the first 
step forward toward improving patent 
and trademark quality while reducing 
application backlogs and pendency at 
the agency. 

These goals are critical to the health 
of cutting-edge industries in particular 
and our economy in general. Americans 
lead the world in the production and 
export of intellectual property and re-
lated goods and services. Time is 
money in the intellectual property 
world. If the PTO cannot issue quality 
patents and trademarks in a timely 
manner, then inventors and trademark 
filers are the losers. 

By granting patents and registering 
trademarks, the PTO affects the vital-
ity of businesses and entrepreneurs, 
paving the way for investment in re-
search and development. Industries 
based on intellectual property, like 
biotechnology and motion pictures, 
represent the largest single sector of 
the United States economy. Approxi-
mately 50 percent of American exports 
depend upon some form of IP protec-
tion. 

While intellectual property protec-
tion is increasing in importance, the 
PTO is collapsing under an increas-
ingly complex and massive workload. 
Patent pendency, the amount of time 
of patent application is pending before 
a patent is issued, now averages over 2 
years. Without fundamental changes in 
the way the PTO operates, average 
pendency in these areas will likely 
more than double to 6 to 8 years in the 
next few years. 

I would point out that the patent 
term is 20 years from the date of filing. 
So if it takes 6 to 8 years before the 
PTO can decide whether or not an ap-
plication is indeed patentable and 
grants a patent, that will be that much 
less time that the patent is actually 
good, and, thus, that much less valu-
able to the person who has successfully 
invented a new technology or product 
and patented it. 

Moreover, the backlog of applica-
tions awaiting a first review by an ex-
aminer will grow from the current
level of 475,000 to over a million. These 
delays pose a grave threat to American 
businesses and entrepreneurs. The na-
ture of technology and the nature of 
the marketplace make these delays un-
acceptable and unsustainable. 

And what I would point out to the 
gentlewoman from Ohio and others 
who complain about this bill and the 
fee increases that are contained to 
modernize the system is that if our 
competitors in an increasingly 
globalized economy, in Europe and in 
Japan and elsewhere, are able to obtain 
more prompt decisions from their pat-
ent offices, that will put American in-
ventors at a disadvantage considerably. 

To fund the initiatives set forth in 
the strategic plan, the administration 
has proposed in H.R. 1561 an increase in 
patent and trademark fees. The pro-
posed fee changes accurately reflect 
the PTO’s cost of doing business. They 
will benefit the PTO’s customers by re-
ducing application filing fees and al-
lowing applicants to evaluate the com-
mercial value of their inventions and 
recover the cost of search and examina-
tion as the situation warrants. Most 
importantly, the new fee structure will 
enable the PTO to reduce pendency 
time, improve quality and customer 
service through electronic processing, 
and pursue greater enforcement of in-
tellectual property rights abroad. 

For example, the additional revenue 
provided by the fee bill will allow the 
PTO to hire an additional 2,900 patent 
examiners, these are Federal employ-
ees, not outsourced employees, and 
move to full electronic processing of 
patent and trademark applications. 

The Committee on the Judiciary 
unanimously approved this bill on July 
9, 2003. The administration and private 
sector strongly advocated the adoption 
of the fee bill as a necessary means to 
address the workload crisis at the PTO. 
Failure to pass the restructuring con-
tained in H.R. 1561 will result in fur-
ther degrading of PTO operations and 
increasing the already unacceptable 
delays to patent and trademark appli-
cants. 

Mr. Chairman, I will soon offer a bi-
partisan compromise amendment on 
section 5 of this bill. This portion of 
the bill, as reported, would essentially 
have taken the PTO off budget, a result 
that our friends at the Committee on 
Appropriations strongly opposed. My 
amendment, developed with their 
input, as well as that of the majority 
leader’s office, the Congressional Budg-
et Office, and the Committee on the 
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Budget, would deposit any fees col-
lected in a given fiscal year in excess of 
that actually appropriated in a Fee Re-
serve Fund. At the end of the fiscal 
year, the director would then be em-
powered to rebate the reserve-fund rev-
enue to users of the agency. 

I understand that the CBO and the 
Committee on the Budget believe this 
compromise accomplishes the twin 
goals set forth by the majority leader’s 
office in backing these discussions; 
that we will have eliminated the incen-
tive to use PTO revenue for non-agency 
purposes without compromising the 
ability of the Committee on Appropria-
tions to exercise their oversight pre-
rogatives in providing appropriations 
for the agency. The mainstream user 
groups have signaled their intent to 
support the amendment based on this 
interpretation. 

I appreciate very much the coopera-
tion of the appropriators in working 
out this compromise, and I would call 
on them to take this opportunity to 
fully fund the strategic plan. Full fund-
ing will be crucial to achieving the 
changes that we all want to see at the 
PTO. 

Now, let me say a couple of words of 
what the consequence will be if this 
bill is voted down. First, if this bill is 
voted down, the current fee diversion 
that occurs, where up to 30 percent of 
the fees that are collected by the PTO 
are not spent on PTO activities but in-
stead are diverted into other areas 
under the jurisdiction of the Sub-
committee on Commerce, Justice, 
State, Judiciary and Related Agencies 
of the Committee on Appropriations, 
will continue. 

Patent and trademark applicants 
should no longer be required to fund 
functions of the Federal Government 
that have no relationship whatsoever 
to Patent and Trademark Office oper-
ations. This bill, and the amendment 
that I will be proposing at the conclu-
sion of the general debate, will end the 
fee diversion and will mean that fees 
that are collected by the PTO will ei-
ther be used by the PTO or refunded to 
the applicants and other users. 

Second, if this bill gets voted down, 
instead of having a 2-year delay be-
tween the time of the application and 
the time that the application is acted 
upon, within the next several years 
that will expand to 6 or 8 years. And if 
it is 8 years, that means that the pat-
ent will only be good and effective for 
12 years, because the patent term is 20 
years from the date of application. 
That puts our successful patent appli-
cants at a considerable disadvantage 
over those competitors who choose to 
patent their inventions overseas, where 
patent and trademark offices will work 
in a more expeditious manner.

I would point out that the small- and 
medium-sized enterprises who apply for 
patents under the compromise that is 
worked out will get a significant fee re-
duction from a large corporation that 
is applying for a patent. So there still 
is a break for small inventors. But 

there are fee increases; and we need 
these fee increases to be able to pre-
vent unacceptably long backlogs from 
occurring, because it is anticipated 
that the business of the PTO will dou-
ble in the next few years. 

If we do not give them more money 
and we do not make this into a user 
fee, then the constitutional protection 
that the gentlewoman from Ohio and 
others are referring to will end up be-
coming very much debased in terms of 
their worth. I do not think that we 
want to see this happen, and that is 
why this legislation is essential to 
maintain the competitiveness of Amer-
ican intellectual property inventions 
and the inventiveness that has marked 
American society since the beginning 
days of our Republic. 

The amendment that I offer in this 
bill is necessary for the improved per-
formance of the PTO, and failure to 
enact this legislation will truly be a 
disaster for American innovation. I 
urge Members to support this bill. 

Mr. Chairman, I reserve the balance 
of my time. 

Mr. BERMAN. Mr. Chairman, I yield 
myself such time as I may consume. 

Mr. Chairman, H.R. 1561 is a wonder-
ful illustration of the principle that 
something does not have to be inter-
esting to be important.
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This bill is of critical importance to 
the health of our information economy. 
Intangible property, such as patents, 
trademarks and copyrights, now con-
stitute well over 50 percent of the as-
sets of U.S. corporations, both large 
and small. Most of the great advances 
in pharmaceuticals, telecommuni-
cations, biotechnology, and Internet 
fields began as patented inventions. 
Patent protection played a critical role 
in the creation and dissemination of in-
ventions from the telephone to 
fiberoptics, from injectable insulin to 
laser eye surgery. 

The Patent and Trademark Office, 
which issues both patents and trade-
marks, has a critical role to play in 
creating and securing these assets. By 
facilitating many needed reforms, H.R. 
1561 ensures that the PTO plays a posi-
tive role in stimulating our informa-
tion economy, rather than becoming an 
obstacle to it. 

Furthermore, H.R. 1561 does not sad-
dle the U.S. taxpayer with the cost of 
these reforms. The PTO is fully funded 
by fees from the patent and trademark 
applicants, and this bill raises some of 
those fees to enable those reforms. H.R. 
1561 pays for other reforms by ending 
the innovation tax. Throughout the 
last decade, over $650 million in fees 
paid to PTO by American inventors 
and small businesses have been di-
verted to unrelated agencies. H.R. 1561 
stops this tax on innovators by ending 
diversion once and for all. 

The PTO is in a crisis that threatens 
the stability and usefulness of our pat-
ent and trademark systems. At con-
gressional urging, the PTO has crafted 

a 21st-century strategic plan to address 
this crisis, but it needs this legislation 
to implement that plan. 

H.R. 1561 is necessary because the 
patent system is coming apart at the 
seams. A perfect storm of sorts has hit 
the PTO, which administers the patent 
system. This storm threatens to make 
the patent system dysfunctional. This 
perfect storm involves a tremendous 
growth in the amount and complexity 
of PTO workload, matched by a de-
creasing ability to handle that work-
load. The number of patent applica-
tions received annually by the PTO 
doubled between 1992 and 2003 to a fig-
ure of over 350,000 last year. What is 
more, the number of applications con-
tinued to grow throughout our recent 
recession and is expected to increase 
another 5 percent this year. This 
growth is fed in part by the expanding 
scope of patentability. Due to a string 
of court opinions, patentable inven-
tions now include software, business 
methods, and anything else made under 
the sun by man. 

The technology boom in the United 
States has also resulted in applications 
for patents on inventions in areas of 
technology that did not exist just a few 
years ago. On a daily basis, PTO is 
asked to review applications for pat-
ents on such things as genetic tests and 
laser vision technologies. 

The numerical growth, and the ex-
panding scope, are matched by a 
growth in complexity. For instance, 
some biotechnology patents covering 
genetic sequences can occupy the 
equivalent of 10,000 pages. The PTO 
must hire new examiners with the req-
uisite skills in these areas or fund ex-
tensive retraining for current exam-
iners. 

The PTO’s decreasing ability to deal 
with this increasing workload is the re-
sult of several factors. Most respon-
sible is the cumulative effect of more 
than a decade of fee diversion. The PTO 
is entirely funded by user fees. Patent 
and trademark holders and applicants 
pay the PTO a variety of fees to obtain 
and retain their patent and trademark 
rights. The fees are supposed to reflect 
the cost of services provided by the 
PTO; but between 1992 and 2003, Con-
gress denied the PTO the ability to 
spend $654 million of the fees paid to it. 
Instead, Congress appropriated these 
fees for unrelated programs. This will 
stop as a result of this bill. 

As a result of that diversion, the PTO 
has been forced to gradually can-
nibalize itself. It has deferred critical 
information technology upgrades. It 
has squeezed every ounce of possible 
productivity out of examiners, and ap-
pears now to be asking them to review 
applications in an unrealistic time 
frame. It even laid off almost one-third 
of its trademark examining corps. De-
spite these drastic measures, the PTO 
only managed to delay, not avert, a 
train wreck. By all objective measures, 
that train wreck is upon us. 

I could go through, and my the state-
ment in the RECORD will contain a full 
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statistical explanation of the incred-
ible increase in the backlog for patent 
applications, but in conclusion, it 
takes more than 2 years now for a pat-
ent application to be granted or dis-
posed. In many cases, more than 60 
months is the pendency for a patent 
application. 

Why does this pendency matter? Why 
do we care about these backlogs? It af-
fects both the patent applicants and so-
ciety at large. Patent ownership en-
ables individual inventors and small 
businesses to obtain capital. Patent 
ownership gives prospective financiers, 
such as venture capitalists and banks, 
important reassurance that investment 
in a small entity is sound. 

Long patent pendency also nega-
tively affects society at large. Long 
patent pendency and patent backlogs 
creates substantial uncertainty in the 
marketplace and thus makes it dif-
ficult for all businesses to operate. A 
backlog of 500,000 patent applications 
may cover business methods now com-
mon in the financial service business, 
software contained in every personal 
computer, or a type of computer chip 
that will cost billions to manufacture. 

As troubling as the lengthy patent 
pendencies are, they are not the 
gravest problem facing the PTO. Even 
greater concern should be given to the 
quality of the patents granted by PTO. 
When PTO grants patents in error to 
things that are not true inventions, 
many negative side effects occur. Low-
quality patents can deter scientific re-
search, create obstacles to legitimate 
commercial activities, and create op-
portunities for illegitimate rent-seek-
ing. A bad patent on a pharmaceutical 
drug means that consumers cannot ob-
tain a cheaper generic version. A bad 
patent on Web browser technology may 
force the redesign of every piece of 
software interoperating with current 
Web browsers. 

Using a random sampling method-
ology, the PTO estimates its error rate 
for patents issued in fiscal year 2003 at 
4.4 percent. That means more than 7,000 
patents were issued in error. That 
means that at any given time given the 
7-year pendency term for patents, there 
are over 120,000 bad patents in force. 

Enactment of this legislation will en-
able the PTO to substantially improve 
patent quality. It will also enable the 
PTO to hire 750 new patent examiners 
a year between 2004 and 2006, and addi-
tional numbers in subsequent years. It 
will take time to train these new ex-
aminers. They will eventually be able 
to shoulder some of the patent exam-
ination workload that threatens to 
swamp the current examining corps. 
With an expanded examining corps, the 
PTO will be able to give patent exam-
iners more flexibility in the amount of 
time they spend on any one applica-
tion. 

I am convinced that H.R. 1561 is an 
important part of the solution to the 
pendency and quality problems. It is a 
first absolutely necessary step to re-
forming the PTO. There are other leg-

islative proposals that deal with a 
number of these issues, but this is the 
key first step. I urge my colleagues to 
approve H.R. 1561.

Mr. Chairman, I reserve the balance 
of my time. 

Mr. SENSENBRENNER. Mr. Chair-
man, I yield 3 minutes to the gentle-
woman from Pennsylvania (Ms. HART). 

Ms. HART. Mr. Chairman, I thank 
the gentleman from Wisconsin (Mr. 
SENSENBRENNER) for yielding me this 
time. 

I rise in support of the legislation, 
H.R. 1561. Congress has been working 
on this legislation for a number of 
years, in fact, since before I got here. I 
know since the 106th Congress, they 
have attempted to solve the problem 
that exists in the Patent and Trade-
mark Office, that is, funding problems, 
structural problems, and approval-time 
problems. 

Passage of this bill is imperative, and 
it is long overdue. Unfortunately, qual-
ity, pendency, and overall efficiency 
have continued to be a problem 
throughout these years. In fact, there 
is a greater threat to the health of 
American’s intellectual property sys-
tem than ever. The longer we wait to 
confront these issues and pass this bill, 
the more costly and time consuming it 
will be to overcome the problems. 

Through working on the legislation, 
it has become clear to me that a strong 
patent and trademark system is not 
only essential for continued growth of 
the high-tech industry here in this 
country, but for our entire economy. 

H.R. 1561 has fee readjustments that 
will enable the Patent and Trademark 
Office to fund its operations as needed 
to ensure that the long-term goals of 
enhanced efficiency and proficiency of 
staff are met by providing a more vi-
brant, seamless, and cost-effective in-
tellectual property system. 

The readjustment of the fees will 
generate an additional $201 million in 
revenue for improvements at the Pat-
ent and Trademark Office. That means 
less time to review a patent, better 
quality staffing, and better quality 
patents. 

While fee readjustment alone is in-
sufficient, the enactment of this bill is 
a necessary precursor to the implemen-
tation of crucial administrative 
changes, such as quality checks at 
every stage of the examination process, 
improvements in patent practitioners 
in customer service and ability to pro-
vide competent analysis of applica-
tions, refinement of training and per-
formance assessment programs, testing 
for and evaluations of these patent ex-
aminers to ensure thorough under-
standing of relevant technology, appli-
cable law, and related internal proce-
dures. 

Also of key importance is accelera-
tion of processing time by 
transitioning from paper to e-govern-
ment processing, hiring of almost 3,000 
examiners, reduction in the pendency 
of these applications and the backup at 
the PTO. All of these issues will be ad-
dressed under this bill. 

Failure to enact the bill will mean 
that quality and pendency issues will 
continue to cause harm to American 
innovators and to American job cre-
ators. Without this legislation, the 
backlog of applications will skyrocket 
to over 1 million applications by 2008, 
more than double the current amount. 
The pendency time will also continue 
to increase. This cannot be tolerated. 
We need to pass this bill. 

Finally, families in the communities 
I represent are dependent upon this 
bill’s success. A significant number of 
the people in my communities are em-
ployed in the coatings industry, in the 
glass industry, plastics, specialty steel, 
not to mention high-technology com-
munications and technology for health 
care devices. These products are unique 
processes and are unique products. We 
need to have these products patented 
to keep these jobs in the United States, 
to keep these people in my community 
employed. 

I know that employers and 
innovators are at the heart of pro-
viding these jobs. We need to protect 
their innovations and their processes. 
We need to make sure that our Patent 
and Trademark Office works for them. 
I urge my colleagues to support this 
bill.

Mr. BERMAN. Mr. Chairman, I yield 
3 minutes to the gentlewoman from 
California (Ms. LOFGREN), a member of 
the Committee on the Judiciary and 
the first articulator of the principle 
‘‘no end to diversion, no fee increase.’’ 

Ms. LOFGREN. Mr. Chairman, I 
thank the ranking member of the sub-
committee and the chairman. Yes, it is 
true that we have been objecting to the 
diversion of fees from the Patent and 
Trademark Office for some time. In 
fact, since 1962 some $6 million has 
been diverted from the PTO and put to 
other uses; and according to the Patent 
Public Advisory Committee, this has 
created a crisis at the PTO. There is in-
adequate funding, and there is also a 
significant increase in patent and 
trademark applications. 

The diversion of fees is not the cause 
of the problems in the Patent Office. It 
is the cause of the inability to deal 
with the problem in the Patent Office. 
We know that we have to spend more 
to implement the plan that Jim Rogan, 
our prior colleague, headed up when he 
was at the Patent Office. We need to 
upgrade the computer system so we 
have a priority search that really is 
worthy of our country. We know that 
the amount of time that each patent 
examiner has to examine a patent is in-
sufficient. It is impossible to do the 
kind of job that we want them to do 
and they want to do in the time avail-
able. 

Because of the problems in the act 
and the diversion of fees, I think we 
have had some problems with some of 
the patents that have been generated 
in recent times. There have been sub-
stantial questions generated about 
some of them. We hear a lot about the 
business methods patents, but it is not 

VerDate jul 14 2003 02:20 Mar 04, 2004 Jkt 029060 PO 00000 Frm 00041 Fmt 4634 Sfmt 0634 E:\CR\FM\K03MR7.076 H03PT1



CONGRESSIONAL RECORD — HOUSEH796 March 3, 2004
just about those patents; and it is im-
portant that we do not grant a patent 
that cannot withstand a court chal-
lenge. It is costly and wastes valuable 
resources; but more importantly, it 
grants unwarranted rights of exclu-
sivity that deter otherwise lawful ac-
tivity and impedes competition and in-
novation.
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Furthermore, the pendency for pat-
ents is now averaging 24.7 months, 
which is an unbelievable delay. When 
we think about the pace of techno-
logical change that a patent should on 
average take, 24.7 months is really not 
a good thing for the innovation high-
tech economy. To quote a former First 
Lady, those of us on the Committee on 
the Judiciary believe we should just 
say no to patent fee diversion. Pat-
entors and inventors do not object to 
being taxed on their income just the 
way other Americans are taxed on 
their income but to divert patent fees 
to general purposes is basically a tax 
on innovation, a special tax on innova-
tion. That is something that we should 
object to. 

I believe that the bill before us with 
the compromises that have been made 
is one that I can support. I think in the 
end it will well serve our country. It 
will well serve our economy. Because 
as someone from Silicon Valley, I know 
as well as anyone that it is innovation 
that really grows the American econ-
omy and by making the Patent Office 
better, by precluding the diversion of 
fees, we will help that innovation econ-
omy. 

I would note further that in all of my 
dealings with innovators in Silicon 
Valley and really around the country, 
not one has objected to the increase in 
fees. Not a single one. What they object 
to is the diversion of fees. I recommend 
this bill. 

Mr. SENSENBRENNER. Mr. Chair-
man, I yield myself 4 minutes. 

Mr. Chairman, I rise today to express 
my sincere gratitude and appreciation 
to my good friend, the distinguished 
chairman of the Subcommittee on 
Commerce, Justice, State, Judiciary 
and Related Agencies of the Committee 
on Appropriations, for his work with 
me on this bill. Working to reform the 
PTO to ensure timely and effective in-
tellectual property protection for 
American inventors and businesses has 
been a multiyear effort for many of us, 
authorizers and appropriators, on both 
sides of the aisle. Today, we see the 
fruits of these efforts. Thanks to the 
support of Chairman WOLF and full 
committee Chairman YOUNG, our com-
mittees have come together and 
reached an agreement on a funding 
mechanism that will enable the USPTO 
to fully fund its restructuring and re-
form activities. It is my understanding 
that this rebate mechanism would en-
sure that all revenue from patent and 
trademark fees would in fact go to the 
USPTO or would be rebated to those 
who have paid the fees. As a result, the 

USPTO, which receives no taxpayer 
dollars and is fully fee-funded, would 
now be able to retain its fee revenue 
and to fully fund their widely sup-
ported 5-year strategic plan. Is that the 
gentleman from Virginia’s under-
standing? 

Mr. WOLF. If the gentleman from 
Wisconsin will yield, I concur with the 
reading of the intent of this funding 
mechanism. I would add that an impor-
tant tool the Committee on Appropria-
tions uses in its oversight of the Pat-
ent and Trademark Office as a Federal 
agency is control over its discretionary 
appropriation. We will ensure that this 
new funding mechanism maintains 
that control and does not give the Pat-
ent and Trademark Office a blank 
check particularly at a time when all 
discretionary spending is tight. 

The USPTO must modernize. The 
Committee on the Judiciary and 
USPTO’s user groups have developed a 
comprehensive 5-year blueprint to 
streamline the operations of the office. 
Given the significant increase in fund-
ing that this bill would provide, I have 
asked the General Accounting Office 
and the National Academy of Public 
Administration to conduct comprehen-
sive reviews to ensure the moneys are 
spent to reduce pendency and increase 
the quality of our patent and trade-
mark system. 

Particularly in the high-tech sector, 
a company’s competitiveness is di-
rectly related to the amount of time it 
takes to receive a patent for their new 
product. They are disadvantaged when 
the life cycle of their products expires 
before they are able to get a patent. I 
would also like to thank the chairman 
for including language to ensure that 
searches are not outsourced offshore. I 
think it is important for Members to 
know under no circumstances should 
this be outsourced to another country 
and under no circumstances should 
these searches be conducted by non-
U.S. citizens. 

I commend and thank the gentleman 
from Wisconsin for his work on this 
measure, and I urge its adoption. 

Mr. BERMAN. Mr. Chairman, not-
withstanding the difference of view we 
have on this issue, I yield 3 minutes to 
the gentlewoman from Ohio (Ms. KAP-
TUR), a tenacious fighter for that in 
which she believes.

Ms. KAPTUR. Mr. Chairman, I want 
to thank the gentleman from Cali-
fornia for allowing this institution to 
function as it should and to allow those 
who disagree with this bill an oppor-
tunity to speak. 

Mr. Chairman, across our country we 
see the dismantling of jobs and busi-
ness in this country. This particular 
bill, H.R. 1561, dismantles the Patent 
and Trademark Office as we have 
known it. If one reads article 1, section 
8, it says, the Congress shall have the 
power to secure for inventors the ex-
clusive right to their respective 
writings and discoveries. Throughout 
the over 200-year history of our coun-
try, that has been done through the 

U.S. Patent and Trademark Office. The 
bill before us on page 11 reads, the Di-
rector can provide that searches be 
done by commercial entities. 

That is not what the Constitution 
says. That is not the U.S. Patent Of-
fice. That is a commercial entity. Yes, 
searches will be outsourced from the 
U.S. Patent Office. You could say they 
would be contracted out. That is not 
the U.S. Patent Office. We have plenty 
of examples in this world of 
copycatting of inventions, of counter-
feiting of intellectual property, par-
ticularly by the Chinese and by patent 
thieves and by submarine patents. 
There are plenty of things going on in 
this world that contracting out or 
outsourcing of the Patent Office does 
not help because you cannot secure the 
honesty or the integrity of those in-
strumentalities. And though the bill 
says business concerns, it does not say 
corporations, it says business concerns 
organized under the laws of the United 
States that indeed can be a foreign cor-
poration, because a foreign corporation 
operating inside the United States, be 
it Chinese, Japanese, Bangladeshi, In-
dian, whatever, is defined as a U.S. cor-
poration. That is not the Patent and 
Trademark Office of the United States 
of America. Patent holders actually 
will not know if their search is being 
outsourced or contracted out and they 
will not know to whom. And in terms 
of the fees being charged, the addi-
tional tax being put on small inventors 
and small companies, all this bill has, 
with all due respect to the Committee 
on Small Business, is a study. It does 
not stop those fees and taxes from 
being imposed. It increases them. How 
in heaven’s name does this make Amer-
ica any more secure? 

I might point out to my dear friend 
from Wisconsin, as good a Badger as he 
is, that indeed the Japanese patent sys-
tem and the European patent system 
are not the American system. We have 
the protections here, which is why 
other countries want to file their pat-
ents here. We do not want to har-
monize with systems unlike ours. We 
want them to be like us. Why are we 
doing this? And if a patent search 
takes a while, that is a good thing. It 
protects my rights, particularly my 
rights as a small inventor. So I would 
say with all due respect to the authors 
of this legislation, changing the U.S. 
Patent Office, why? Why dismantle it 
after over two centuries of success? 

I deeply thank the gentleman from 
California for yielding me this time. At 
least we had the opportunity to put our 
views on the record. I would ask my 
colleagues to vote ‘‘no’’ on H.R. 1561.

Mr. SENSENBRENNER. Mr. Chair-
man, I yield myself 4 minutes. 

Mr. Chairman, one of our jobs in Con-
gress is to make the government work. 
We have heard ample data that has 
been presented on both sides of the 
aisle that the PTO is in crisis and un-
less we pass legislation, things will get 
worse rather than better. What this 
bill does is that it allows the PTO to 
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add an additional 2,900 patent exam-
iners, government employees, so that 
there will be more people on the gov-
ernment payroll to examine these ap-
plications. If the bill goes down, those 
2,900 people will not be there. 

And we have heard a lot about diver-
sion from the gentleman from Cali-
fornia (Mr. BERMAN), the gentlewoman 
from California (Ms. LOFGREN) and oth-
ers. This bill ends the diversion. So we 
will not be using PTO fees for other 
government programs. If the bill goes 
down, the diversion will continue. The 
outsourcing issue, the amendment that 
has been agreed to will, number one, 
require that the outsourcing if it is 
done be done by a U.S. corporation; 
two, it will be done by American citi-
zens; and, three, it will be done in the 
United States of America. 

If we do not do that, then we are 
going to further complicate the patent 
process. I would point out that our pat-
ent law is such that if there is an in-
fringement suit the patent holder must 
prove that the patent is valid. That is 
not the case under foreign patent laws. 
So if there is a bad patent that is 
issued because the PTO is rushed, then 
it is going to cost the patent holder 
more when an infringement suit is 
filed. That does not happen in the case 
of a patent that is issued by a foreign 
country. This bill makes the quality of 
the patents that are issued by the Pat-
ent Office better because we have got 
more people looking at them and they 
are not as rushed. 

Ms. KAPTUR. Mr. Chairman, will the 
gentleman yield? 

Mr. SENSENBRENNER. I yield to 
the gentlewoman from Ohio. 

Ms. KAPTUR. I thank the gentleman 
very much for yielding and would just 
wish to ask him this question. If there 
are additional staff that will be work-
ing directly for the U.S. Patent and 
Trademark Office, then why does this 
bill permit commercial entities to do 
the review process, which means you 
are outsourcing or contracting out 
work that should legitimately be done 
by the office? 

Mr. SENSENBRENNER. The answer 
to the question is that it speeds up the 
process. And with the WTO treaty 
changing the patent term to 20 years 
from the date of filing, every day that 
there is a delay in actually deter-
mining whether the application results 
in the patentable invention means that 
there is one less day of patent protec-
tion before that patent expires. So if it 
takes 8 years for the PTO to act on an 
application, that means that somebody 
who has invented something only has 
got 12 years left. With software tech-
nology increasing at such a rapid rate, 
by the time the PTO acts if we do not 
do something about it, the invention is 
going to be practically useless. 

Ms. KAPTUR. If the gentleman could 
clarify, he has stated then that because 
of the World Trade Organization, the 
WTO requirements, this is why we are 
having to pass this bill? 

Mr. SENSENBRENNER. If the gen-
tlewoman from Ohio will refresh her 

recollection, the WTO treaty was rati-
fied by Congress. It was urged upon us 
and signed by President Clinton. I 
joined the gentlewoman from Ohio in 
opposing the WTO treaty when it came 
up in 1994 but we lost on that and the 
extension or the change in the patent 
term from the previous 17 years of the 
date of granting of the patent by the 
Patent Office was changed to 20 years 
from the date of filing. The gentle-
woman and I voted against it but it is 
the law and we have to face up to the 
fact that the longer the PTO delays in 
issuing a patent, the less time of pat-
ent protection there is for an applicant 
for a patent who succeeds. 

Mr. Chairman, I yield 1 minute to the 
gentleman from Illinois (Mr. MAN-
ZULLO). 

Mr. MANZULLO. Mr. Chairman, I 
want to thank Chairman SENSEN-
BRENNER and Chairman LAMAR SMITH 
for their very important changes for 
small entities and other Patent and 
Trademark Office users. I also want to 
thank their dedicated and excellent 
staffs, Phil Kiko, Steve Pinkos and 
Blaine Merritt. I also want to thank 
the majority leader and his staff led by 
Brett Loper for crafting a very excel-
lent amendment to this bill that as the 
chairman of the Committee on Small 
Business I am satisfied that the small 
inventor is protected. 

Mr. BERMAN. Mr. Chairman, I yield 
myself 30 seconds. 

The gentlewoman argued in favor of 
her position, take more time. There is 
no problem with taking time. The fact 
is we want a thorough investigation. 
We want a good quality patent. But 
simply taking more time, the argu-
ment against that is not simply the 
one made by the chairman about the 
patent term and how much of it will be 
left, it is that in that backlog that is 
getting longer and longer and longer 
are lifesaving medical devices, new 
drugs, new technologies to make Amer-
ica more productive and efficient, fas-
cinating and important inventions that 
need to be disseminated and distrib-
uted and will not be until that patent 
issues.

b 1715 

That time is costing our economy 
and our people both in terms of quality 
of life, health care, and economic effi-
ciency. 

Mr. Chairman, I yield 2 minutes to 
the gentleman from Florida (Mr. 
WEXLER), a member of the sub-
committee. 

Mr. WEXLER. Mr. Chairman, as a 
member of the Subcommittee on 
Courts, the Internet, and Intellectual 
Property and as a co-chair of the Con-
gressional IP Caucus, I rise in strong 
support of H.R. 1561, and I am quite 
pleased that the House leadership has 
allowed this compromise to be reached 
and that we have the debate today. 

The Patent and Trademark Office is 
in severe need of additional resources 
to ensure the expedience and quality of 
the patent examination process. With-

out these valuable changes, an overbur-
dened and slow patent examination 
system will deter the innovations of 
American business. Given the impor-
tance to our lives and our economy, 
patent reform is one of the most impor-
tant issues for increasing the growth 
and strength of the economy for both 
small and large businesses. Congress 
has the opportunity with this bill to 
give the PTO the flexibility they have 
been asking for to strengthen and im-
prove America’s patent system. 

The gentlewoman from Ohio (Ms. 
KAPTUR) is correct to raise the issue 
and the concern of loss of jobs in Amer-
ica and the outsourcing of jobs. I would 
respectfully argue that one of the ways 
in which to assist American workers in 
regaining what they have lost over the 
past 3 years is to allow the Patent and 
Trademark Office these reforms that 
are in desperate need and should have 
been done years ago. 

Mr. SENSENBRENNER. Mr. Chair-
man, I yield 5 minutes to the gen-
tleman from Texas (Mr. SMITH), who is 
the chairman of the subcommittee. 

Mr. SMITH of Texas. Mr. Chairman, 
first of all, I would like to personally 
thank the gentleman from Wisconsin 
(Chairman SENSENBRENNER); the gen-
tleman from Illinois (Chairman MAN-
ZULLO); the gentleman from Florida 
(Chairman YOUNG); the gentleman from 
Virginia (Chairman WOLF); and also 
the gentleman from California (Mr. 
BERMAN), ranking member, for their 
help in pulling this bill together. They 
helped to iron out the wrinkles. They 
helped resolve the differences between 
many parties, and it is much appre-
ciated. 

Mr. Chairman, this legislation that I 
authored modernizes the U.S. Patent 
and Trademark Office. It was inspired 
by two principles essential to a democ-
racy: the protection of intellectual 
property rights and the freedom to ex-
change goods and services. 

The Patent and Trademark Office 
does not receive the attention of other 
government agencies such as the De-
partment of State and Department of 
Justice, but it should. The Patent and 
Trademark Office is crucial to the 
health of our economy and to the lives 
of millions of Americans. 

The Patent and Trademark Office 
protects the rights of all American in-
ventors. From the lone individual 
working in their garage to the small 
business owner with a breakthrough 
idea to the large high-tech company 
that applies for hundreds of patents, all 
rely on a responsive Patent and Trade-
mark Office. Without a strong PTO, 
our economy would be devastated, our 
quality of life would be diminished, and 
jobs would be lost or never created in 
the first place. 

Mr. Chairman, this bill prevents the 
diversion of Patent and Trademark Of-
fice fees paid by inventors to fund gov-
ernment programs unconnected to the 
agency. The diversion of fees to the of-
fice is unfair, counterproductive, and 
an obstacle to sustained economic 
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growth. Approximately $750 million has 
been diverted from the PTO in the last 
decade alone. Such a large revenue loss 
has deprived the Patent and Trade-
mark Office of the resources it must 
have to serve the patent and trade-
mark holders of the United States. At 
a time when the office is struggling to 
pay its examiners enough and to keep 
up with applications, particularly in 
high-tech areas, Congress should take 
an interest in protecting our economy 
by keeping patents and trademark fees 
within the Patent and Trademark Of-
fice. 

This bill enables the Patent and 
Trademark Office to hire 2,900 new pat-
ent examiners. Today the average time 
to process a patent exceeds 2 years. 
Without the new examiners, agency 
delays will soon reach 3 or even 4 
years. If this fee bill does not become 
law, it is estimated that 140,000 patents 
will not be issued over the next 5 years. 
That is 140,000 missed opportunities for 
the American people. 

If nothing is done, if the status quo 
continues, it means new products will 
not make it to the market, jobs will 
not be created, and the inventors who 
came up with new ideas and products 
will not have their intellectual prop-
erty protected and so will not market 
their inventions. 

This bill helps small businesses and 
nonprofit institutions. It provides a 50 
percent discount on most services to 
small businesses, universities, and 
other nonprofit entities. The benefits 
of an improved and streamlined PTO 
will help small businesses and univer-
sities and encourage new research and 
innovation. 

Mr. Chairman, I would like to again 
thank the gentleman from Wisconsin 
(Mr. SENSENBRENNER), chairman of the 
Committee on the Judiciary, for mak-
ing this issue a priority for our com-
mittee and working with the appropri-
ators to resolve our differences on PTO 
funding. 

Since U.S. Patent No. 1 was issued in 
1837 for traction wheels, the patent sys-
tem and the creativity, genius, and tal-
ent that defined it have benefited all 
Americans. From the revolutionary 
electric light bulb to the latest soft-
ware technology, patents reflect Amer-
ica and contribute to our economic 
prosperity. 

This bipartisan bill is supported by 
these organizations: the Information 
Technology Industry Council, Chamber 
of Commerce, the National Association 
of Manufacturers, the Intellectual 
Property Owners, the International 
Trademark Association, the Associa-
tion of American Universities, and the 
Association for Competitive Tech-
nology, as well as many others. 

Mr. Chairman, this bill is good for in-
novation, good for the economy, and 
good for the American people. The PTO 
has rarely been more important than it 
is today. It must have the resources it 
needs to professionally and expedi-
tiously process patent and trademark 
applications. American jobs, profits, 

and the future of entrepreneurial cap-
italism are literally at stake.

Mr. BERMAN. Mr. Chairman, I yield 
2 minutes to the gentleman from Wash-
ington (Mr. INSLEE). 

(Mr. INSLEE asked and was given 
permission to revise and extend his re-
marks.) 

Mr. INSLEE. Mr. Chairman, this bill 
is consistent with an idea expressed by 
a former Member of this Chamber who 
did pretty well for himself, Abraham 
Lincoln. Lincoln said that the Patent 
Office adds the flame of interest to the 
light of creativity. And that is why we 
need to improve the effectiveness of 
our Patent Office. We need to do so be-
cause what we all recognize in this 
Chamber is one answer to the $64,000 
question of how we are going to grow 
jobs in this country, is we are going to 
do this by playing to our American 
unique strength; and the uniquely 
American strength is we are the best 
innovators, we are the best tech-
nologists, we are the best creators for 
new devices the world has ever seen. 
And we need to play to this unique 
American strength in our strategy on 
how to deal with the development of 
the global economy. And this bill, al-
though it will be little noted, it should 
be long remembered in our ability to 
play to that strength because we have 
people in every district in this country 
who today are working on inventions 
who will have the added flame of inter-
est to their light of creativity. 

Let me give the Members an exam-
ple. I have got some folks this after-
noon who are working on a potential 
drug in Bothell, Washington, that 
could potentially actually cure in a 
meaningful way one type of diabetes. 
Those folks who are laboring over their 
computers and bunsen burners today 
deserve an American Patent Office that 
will process patents in a timely fash-
ion, which we simply do not have now. 
We do not want to see the time period 
move from a horrendous 2-year delay 
today up to a 4- or 6-year delay in 5 or 
6 years. 

So I want to show my appreciation 
for the chairman and the gentleman 
from California (Mr. BERMAN), who 
have worked on this to get this bill to 
the floor. It is one answer to how we 
are going to really compete in a global 
economy. Let us play to the American 
strength. Let us improve the Patent of-
fice. Let us grow jobs in this country. 

Mr. BERMAN. Mr. Chairman, I yield 
myself such time as I may consume. 

I have no further requests for time, 
but I do want to address this issue of 
outsourcing just to get the record 
straight here. As a general principle, I 
am opposed. I share the feelings of the 
gentlewoman from Ohio regarding the 
general proposition, the farming gov-
ernment responsibilities and jobs out 
to private entities and particularly 
when we are dealing with core govern-
ment functions; and I think searches 
performed by patent examiners may be 
such core functions. But in H.R. 1561 
what we took was an open-ended pro-

posal from the Patent Office to allow 
outsourcing of searches, and working 
with the gentleman from Texas (Chair-
man SMITH), with other committee 
members, with the PTO, with PTO em-
ployee unions, and with all the various 
industry groups, we put constraints on 
the ability to outsource allowed by the 
bill. Together with the gentleman from 
Texas (Chairman SMITH), we developed 
a limiting amendment that was accept-
ed with essentially no opposition in the 
Committee on the Judiciary; and the 
bill, as so amended, was reported out 
with Democrats and Republicans ex-
pressing just about unanimous support 
for the bill. 

H.R. 1561 prohibits the PTO from 
outsourcing until all of the following 
criteria are met: the PTO conducts a 
pilot project of limited scope for not 
more than 18 months to test the effi-
cacy of outsourcing patent searches; 
secondly, that the pilot program must 
demonstrate that the searches per-
formed by commercial entities are ac-
curate and at least meet or exceed the 
standards conducted and used by the 
PTO; the director, third, must submit a 
report to Congress detailing the meth-
odology of the pilot and containing a 
comparative evaluation of outsourced 
and patent examiner searches, address-
ing factors such as productivity, costs, 
and quality; fourth, and very impor-
tantly, the Patent Public Advisory 
Committee, an independent entity con-
sisting of patent union representatives 
and PTO user groups, has to submit a 
report to Congress with a detailed 
analysis of the pilot project. 

And even after that, if that inde-
pendent committee, all that concludes 
that it makes sense to outsource pat-
ent searches, nothing can happen until 
after 1 year so that Congress has a year 
to decide whether or not to continue to 
prohibit search outsourcing despite the 
results of these reports. 

H.R. 1561 prohibits the PTO from 
outsourcing searches unless all of these 
criteria are met. The National Treas-
ury Union, every patent user organiza-
tion that I know of, large companies, 
small companies, universities, non-
profits, all of them involved in the pat-
ent process all think this bill does not 
destroy the Patent Office. This bill is 
the most important thing to saving the 
whole patent process. And the whole 
point of even entertaining the idea of 
outsourcing is simply to deal with bet-
ter quality, better productivity, and 
more time. I urge that H.R. 1561 be 
passed.

Mr. GOODLATTE. I rise today in strong 
support of the U.S. Patent and Trademark Fee 
Modernization Act. 

America’s commitment to protecting intellec-
tual property gives America a distinct competi-
tive advantage in the global marketplace. 
When a country provides an atmosphere that 
is conducive to innovation and encourages the 
aggressive enforcement of intellectual property 
rights, businesses will seek the protection of 
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that country and will make conscious deci-
sions to innovate there. America must con-
tinue to be the world leader in protecting intel-
lectual property so that it will continue to be 
the world leader in innovation. 

H.R. 1561, the U.S. Patent and the Trade-
mark Fee Modernization Act, would codify a 
revised fee schedule that would give the 
USPTO the resources it needs to increase the 
quality of issued patents and trademarks, to 
hire additional examiners, and to reduce the 
backlog of applications that is currently pend-
ing. 

In addition, H.R. 1561 represents an impor-
tant compromise that effectively ends ‘‘fee di-
version,’’ the current practice of diverting the 
excess fees collected by the USPTO to the 
Federal Government. Under the compromise, 
if the USPTO collects more in fees than it is 
appropriated, the balance would be rebated 
back to the users. 

Furthermore, the bill protects small busi-
nesses by reducing the filing fee for any small 
entity or independent inventor by 75 percent if 
those entities file their applications electroni-
cally, in addition to other protections for small 
businesses. 

This legislation is an important step in the 
ongoing effort to enhance the quality and time-
liness of patent and trademark processing. 
Our Nation’s investors deserve nothing less 
than the most efficient and accurate patent 
and trademark office in the world. I urge each 
of my colleagues to support this important leg-
islation.

Mr. CANTOR. Mr. Chairman, I rise today in 
favor of the United States Patent and Trade-
mark Fee Modernization Act (H.R. 1561). This 
legislation is crucial to America maintaining its 
role as the world leader in innovative tech-
nology. 

Intellectual Property is the currency that 
drives innovation in America’s high-tech econ-
omy, and the U.S. Patent and Trademark Of-
fice (PTO) is charged with granting the impor-
tant patents and trademarks for these innova-
tions. The PTO serves a critical role in the 
promotion and development of new products 
and commercial activity in our country. 

The PTO is of vital importance to the tech-
nology sector of our economy, and it is vital 
that this agency have proper funding to exe-
cute its mission. This legislation will allow the 
PTO to accomplish this goal—while allowing 
small business innovators to compete with 
larger corporations. 

H.R. 1561 will eliminate patent fee diversion 
and will ensure that all fees paid to the PTO 
will be used to expedite the time-consuming 
and costly procedures associated with grant-
ing patents and trademarks. 

This legislation is the first step toward im-
proving patent and trademark quality while re-
ducing application backlogs. This reform will 
help eliminate some of the bureaucracy that 
hinders businesses from success in the mar-
ketplace and hinders the advancement of 
technology in America. 

I urge final passage of H.R. 1561.
Mr. LATHAM. Mr. Chairman, I stand in sup-

port of H.R. 1561. The legislation is the cul-
mination of years of hard work between the 
appropriators and the members of the Judici-
ary Committee. It allows the appropriators to 
retain oversight of the Patent and Trademark 
Office, while permanently ending the practice 
of diverting fees paid by users of the Patent 
and Trademark Office. In the past, these fees 

were used for unrelated government pro-
grams. I am pleased because these fees will 
specifically go to improving patent quality, re-
ducing the time it takes to examine a patent 
and increasing efficiency of the Patent and 
Trademark Office in total. These are the goals 
of the 21st Century Strategic Plan that was 
developed by the Patent Office and reviewed 
by the Congress. 

Finally and most importantly this bill ensures 
that companies can and will continue to have 
opportunities to innovate and remain competi-
tive in this global economy. 

Mr. MORAN of Virginia. Mr. Chairman, I rise 
in support of the U.S. Patent and Trademark 
Fee Modernization Act (H.R. 1561). 

This legislation builds upon a strong founda-
tion first established back on April 5, 1790, 
when the first patent statute was passed by 
the Congress of the 12 United States. That’s 
right, we had our first patent law before Rhode 
Island became our 13th State. 

At the time, the first law directed the Sec-
retary of State, the Secretary of War and the 
Attorney General to determine if they, or any 
two of them thought ‘‘the invention or dis-
covery sufficiently useful and important’’ to 
merit a patent. 

A hefty fee between $4 and $5 was col-
lected to process and approve each patent pe-
tition. Interestingly, the payment did not go to 
the newly created Federal Government but to 
a government employee, the Chief Clerk of 
the Department of State. The funds went to 
support the patent operations and later fi-
nanced the construction of the first Patent Of-
fice, not to support the general funds of the 
U.S. Treasury. 

Today, the U.S. Patent and Trademark Of-
fice, an office that I am proud to say resides 
in my congressional district, is struggling with 
an increasingly complex and voluminous work-
load. Last year, the office received more than 
330,000 patent applications and more than 
260,000 trademark applications.

Patent applications have doubled since 
1992. As a result, patent pendency (the 
amount of time a patent application is pending 
before a patent is issued) now averages over 
2 years and is even longer in more com-
plicated technologies. 

Without more examiners, average pendency 
in areas such as computer-related tech-
nologies will double to 6 to 8 years in the next 
few years. This delay is a drag, holding back 
our economy’s full potential, unfairly punishing 
American businesses and entrepreneurs at a 
time when intellectual-property-based indus-
tries are essential to economic growth. 

As application processing times grow, the 
incentives for investment diminish, especially 
for individuals and small entities with limited 
resources whose inventions are in greater 
danger of being counterfeited or pirated. 

The status quo is a recipe for disaster, and 
H.R. 1561 represents a well-conceived and bi-
partisan way out of this dilemma. Without the 
bill, the backlog of unexamined patents will 
more than double—from 475,000 today to 1 
million by 2008. 

This legislation will allow the Patent and 
Trademark Office to implement its 21st Cen-
tury Strategic Plan by improving productivity, 
patent quality, and e-government. It will give 
the agency the revenue it needs to hire 2,900 
needed new patent examiners. 

I support the compromise that was brokered 
between members of the Judiciary and Appro-

priations Committees that will give the appro-
priators the deference they need to set the 
funding levels, but will provide the authorizers 
and the patent community the assurances 
they need to make sure that any additional 
funds raised through the fees will be spent for 
their designated purpose. Any balance of 
funds are to be returned to the patent appli-
cants, and not be spent elsewhere by the Fed-
eral Government. 

Let me also make it clear that while I have 
some concerns about outsourcing and poten-
tial liability issues outsourcing might create, 
let’s recognize that this is just a pilot program 
with ample opportunity for Congress to exer-
cise appropriate oversight. Whatever civil serv-
ice jobs might one day be lost by outsourcing 
will more than be made up by the thousands 
of jobs this legislation will help create. 

The Patent and Trademark Office plans to 
increase its patent examining staff by about 
1,000 annually in fiscal years 2005 and 2006, 
reaching and maintaining a stable level of 
about 4,500 examiners after that. 

Mr. Chairman, our future is made more se-
cure through a system that protects the rights 
of inventors. 

At the centennial celebration of the U.S. 
Patent Office in 1890, Commissioner Charles 
Elliot Mitchell eloquently stated the important 
decision of our Founding Fathers to provide 
protections for intellectual property when draft-
ing the Constitution:

For who is bold enough to say that the 
Constitution could have overspread a con-
tinent if the growth of invention and inven-
tive achievement had not kept pace with ter-
ritorial expansion. It is invention which 
brought the Pacific Ocean to the 
Alleghanies. It is invention which, fostered, 
by a single sentence in their immortal work, 
has made it possible for the flag of one re-
public to carry more than forty symbolic 
stars.

My colleagues for the sake of this great Na-
tion, modernize the Patent and Trademark Of-
fice; support the U.S. Patent and Trademark 
Fee Modernization Act of 2003.

Mr. BERMAN. Mr. Chairman, I yield 
back the balance of my time. 

Mr. SENSENBRENNER. Mr. Chair-
man, I yield back the balance of my 
time. 

The CHAIRMAN. All time for general 
debate has expired. 

Pursuant to the rule, the committee 
amendment in the nature of a sub-
stitute shall be considered as an origi-
nal bill for the purpose of amendment 
under the 5-minute rule and shall be 
considered read. 

The text of the committee amend-
ment in the nature of a substitute is as 
follows:

H.R. 1561
Be it enacted by the Senate and House of Rep-

resentatives of the United States of America in 
Congress assembled,
SECTION 1. SHORT TITLE. 

This Act may be cited as the ‘‘United States 
Patent and Trademark Fee Modernization Act 
of 2003’’. 
SEC. 2. FEES FOR PATENT SERVICES. 

(a) GENERAL PATENT FEES.—Section 41(a) of 
title 35, United States Code, is amended to read 
as follows: 

‘‘(a) GENERAL FEES.—The Director shall 
charge the following fees: 

‘‘(1) FILING AND BASIC NATIONAL FEES.—
‘‘(A) On filing each application for an origi-

nal patent, except for design, plant, or provi-
sional applications, $300. 
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‘‘(B) On filing each application for an origi-

nal design patent, $200. 
‘‘(C) On filing each application for an origi-

nal plant patent, $200. 
‘‘(D) On filing each provisional application 

for an original patent, $200. 
‘‘(E) On filing each application for the reissue 

of a patent, $300. 
‘‘(F) The basic national fee for each inter-

national application filed under the treaty de-
fined in section 351(a) of this title entering the 
national stage under section 371 of this title, 
$300. 

‘‘(G) In addition, excluding any sequence list-
ing or computer program listing filed in an elec-
tronic medium as prescribed by the Director, for 
any application the specification and drawings 
of which exceed 100 sheets of paper (or equiva-
lent as prescribed by the Director if filed in an 
electronic medium), $250 for each additional 50 
sheets of paper (or equivalent as prescribed by 
the Director if filed in an electronic medium) or 
fraction thereof. 

‘‘(2) EXCESS CLAIMS FEES.—In addition to the 
fee specified in paragraph (1)—

‘‘(A) on filing or on presentation at any other 
time, $200 for each claim in independent form in 
excess of 3; 

‘‘(B) on filing or on presentation at any other 
time, $50 for each claim (whether dependent or 
independent) in excess of 20; and 

‘‘(C) for each application containing a mul-
tiple dependent claim, $360.
For the purpose of computing fees under this 
paragraph, a multiple dependent claim referred 
to in section 112 of this title or any claim de-
pending therefrom shall be considered as sepa-
rate dependent claims in accordance with the 
number of claims to which reference is made. 
The Director may by regulation provide for a re-
fund of any part of the fee specified in this 
paragraph for any claim that is canceled before 
an examination on the merits, as prescribed by 
the Director, has been made of the application 
under section 131 of this title. Errors in payment 
of the additional fees under this paragraph may 
be rectified in accordance with regulations pre-
scribed by the Director. 

‘‘(3) EXAMINATION FEES.—
‘‘(A) For examination of each application for 

an original patent, except for design, plant, pro-
visional, or international applications, $200. 

‘‘(B) For examination of each application for 
an original design patent, $130. 

‘‘(C) For examination of each application for 
an original plant patent, $160. 

‘‘(D) For examination of the national stage of 
each international application, $200. 

‘‘(E) For examination of each application for 
the reissue of a patent, $600.
The provisions of section 111(a)(3) of this title 
relating to the payment of the fee for filing the 
application shall apply to the payment of the 
fee specified in this paragraph with respect to 
an application filed under section 111(a) of this 
title. The provisions of section 371(d) of this title 
relating to the payment of the national fee shall 
apply to the payment of the fee specified in this 
paragraph with respect to an international ap-
plication. The Director may by regulation pro-
vide for a refund of any part of the fee specified 
in this paragraph for any applicant who files a 
written declaration of express abandonment as 
prescribed by the Director before an examina-
tion has been made of the application under sec-
tion 131 of this title, and for any applicant who 
provides a search report that meets the condi-
tions prescribed by the Director. 

‘‘(4) ISSUE FEES.—
‘‘(A) For issuing each original patent, except 

for design or plant patents, $1,400. 
‘‘(B) For issuing each original design patent, 

$800. 
‘‘(C) For issuing each original plant patent, 

$1,100. 
‘‘(D) For issuing each reissue patent, $1,400. 
‘‘(5) DISCLAIMER FEE.—On filing each dis-

claimer, $130. 

‘‘(6) APPEAL FEES.—
‘‘(A) On filing an appeal from the examiner to 

the Board of Patent Appeals and Interferences, 
$500. 

‘‘(B) In addition, on filing a brief in support 
of the appeal, $500, and on requesting an oral 
hearing in the appeal before the Board of Pat-
ent Appeals and Interferences, $1,000. 

‘‘(7) REVIVAL FEES.—On filing each petition 
for the revival of an unintentionally abandoned 
application for a patent, for the unintentionally 
delayed payment of the fee for issuing each pat-
ent, or for an unintentionally delayed response 
by the patent owner in any reexamination pro-
ceeding, $1,500, unless the petition is filed under 
section 133 or 151 of this title, in which case the 
fee shall be $500. 

‘‘(8) EXTENSION FEES.—For petitions for 1-
month extensions of time to take actions re-
quired by the Director in an application—

‘‘(A) on filing a first petition, $120; 
‘‘(B) on filing a second petition, $330; and 
‘‘(C) on filing a third or subsequent petition, 

$570.’’. 
(b) PATENT MAINTENANCE FEES.—Section 41(b) 

of title 35, United States Code, is amended to 
read as follows: 

‘‘(b) MAINTENANCE FEES.—The Director shall 
charge the following fees for maintaining in 
force all patents based on applications filed on 
or after December 12, 1980: 

‘‘(1) 3 years and 6 months after grant, $900. 
‘‘(2) 7 years and 6 months after grant, $2,300. 
‘‘(3) 11 years and 6 months after grant, $3,800.

Unless payment of the applicable maintenance 
fee is received in the United States Patent and 
Trademark Office on or before the date the fee 
is due or within a grace period of 6 months 
thereafter, the patent will expire as of the end 
of such grace period. The Director may require 
the payment of a surcharge as a condition of ac-
cepting within such 6-month grace period the 
payment of an applicable maintenance fee. No 
fee may be established for maintaining a design 
or plant patent in force.’’. 

(c) PATENT SEARCH FEES.—Section 41(d) of 
title 35, United States Code, is amended to read 
as follows: 

‘‘(d) PATENT SEARCH AND OTHER FEES.—
‘‘(1) PATENT SEARCH FEES.—(A) The Director 

shall charge a fee for the search of each appli-
cation for a patent, except for provisional appli-
cations. The Director shall establish the fees 
charged under this paragraph to recover an 
amount not to exceed the estimated average cost 
to the Office of searching applications for pat-
ent either by acquiring a search report from a 
qualified search authority, or by causing a 
search by Office personnel to be made, of each 
application for patent. 

‘‘(B) For purposes of determining the fees to 
be established under this paragraph, the cost to 
the Office of causing a search of an application 
to be made by Office personnel shall be deemed 
to be—

‘‘(i) $500 for each application for an original 
patent, except for design, plant, provisional, or 
international applications; 

‘‘(ii) $100 for each application for an original 
design patent; 

‘‘(iii) $300 for each application for an original 
plant patent; 

‘‘(iv) $500 for the national stage of each inter-
national application; and 

‘‘(v) $500 for each application for the reissue 
of a patent. 

‘‘(C) The provisions of section 111(a)(3) of this 
title relating to the payment of the fee for filing 
the application shall apply to the payment of 
the fee specified in this paragraph with respect 
to an application filed under section 111(a) of 
this title. The provisions of section 371(d) of this 
title relating to the payment of the national fee 
shall apply to the payment of the fee specified 
in this paragraph with respect to an inter-
national application. 

‘‘(D) The Director may by regulation provide 
for a refund of any part of the fee specified in 

this paragraph for any applicant who files a 
written declaration of express abandonment as 
prescribed by the Director before an examina-
tion has been made of the application under sec-
tion 131 of this title, and for any applicant who 
provides a search report that meets the condi-
tions prescribed by the Director.

‘‘(E) For purposes of subparagraph (A), a 
‘qualified search authority’ may not include a 
commercial entity unless—

‘‘(i) the Director conducts a pilot program of 
limited scope, conducted over a period of not 
more than 18 months, which demonstrates that 
searches by commercial entities of the available 
prior art relating to the subject matter of inven-
tions claimed in patent applications—

‘‘(I) are accurate; and 
‘‘(II) meet or exceed the standards of searches 

conducted by and used by the Patent and 
Trademark Office during the patent examina-
tion process; 

‘‘(ii) the Director submits a report on the re-
sults of the pilot program to the Congress and 
the Patent Public Advisory Committee that in-
cludes—

‘‘(I) a description of the scope and duration of 
the pilot program; 

‘‘(II) the identity of each commercial entity 
participating in the pilot program; 

‘‘(III) an explanation of the methodology used 
to evaluate the accuracy and quality of the 
search reports; and 

‘‘(IV) an assessment of the effects that the 
pilot program, as compared to searches con-
ducted by the Patent and Trademark Office, 
had and will have on—

‘‘(aa) patentability determinations; 
‘‘(bb) productivity of the Patent and Trade-

mark Office; 
‘‘(cc) costs to the Patent and Trademark Of-

fice; 
‘‘(dd) costs to patent applicants; and 
‘‘(ee) other relevant factors;
‘‘(iii) the Patent Public Advisory Committee 

reviews and analyzes the Director’s report 
under clause (ii) and the results of the pilot pro-
gram and submits a separate report on its anal-
ysis to the Director and the Congress that in-
cludes—

‘‘(I) an independent evaluation of the effects 
that the pilot program, as compared to searches 
conducted by the Patent and Trademark Office, 
had and will have on the factors set forth in 
clause (ii)(IV); and 

‘‘(II) an analysis of the reasonableness, ap-
propriateness, and effectiveness of the methods 
used in the pilot program to make the evalua-
tions required under clause (ii)(IV); and 

‘‘(iv) the Congress does not, during the 1-year 
period beginning on the date on which the Pat-
ent Public Advisory Committee submits its report 
to the Congress under clause (iii), enact a law 
prohibiting searches by commercial entities of 
the available prior art relating to the subject 
matter of inventions claimed in patent applica-
tions. 

‘‘(2) OTHER FEES.—The Director shall estab-
lish fees for all other processing, services, or ma-
terials relating to patents not specified in this 
section to recover the estimated average cost to 
the Office of such processing, services, or mate-
rials, except that the Director shall charge the 
following fees for the following services: 

‘‘(A) For recording a document affecting title, 
$40 per property. 

‘‘(B) For each photocopy, $.25 per page. 
‘‘(C) For each black and white copy of a pat-

ent, $3.

The yearly fee for providing a library specified 
in section 12 of this title with uncertified printed 
copies of the specifications and drawings for all 
patents in that year shall be $50.’’. 

(d) ADJUSTMENTS.—Section 41(f) of title 35, 
United States Code, shall apply to the fees es-
tablished under the amendments made by this 
section, beginning in fiscal year 2005. 

(e) CONFORMING AMENDMENTS.—
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(1) Section 41 of title 35, United States Code, 

is amended—
(A) in subsection (c), by striking ‘‘(c)(1)’’ and 

inserting ‘‘(c) LATE PAYMENT OF FEES.—(1)’’; 
(B) in subsection (e), by striking ‘‘(e)’’ and in-

serting ‘‘(e) WAIVERS OF CERTAIN FEES.—’’; 
(C) in subsection (f), by striking ‘‘(f)’’ and in-

serting ‘‘(f) ADJUSTMENTS IN FEES.—’’; 
(D) in subsection (g), by striking ‘‘(g)’’ and in-

serting ‘‘(g) EFFECTIVE DATES OF FEES.—’’; 
(E) in subsection (h), by striking ‘‘(h)(1)’’ and 

inserting ‘‘(h) REDUCTIONS IN FEES FOR CERTAIN 
ENTITIES.—(1)’’; and 

(F) in subsection (i), by striking ‘‘(i)(1)’’ and 
inserting ‘‘(i) SEARCH SYSTEMS.—(1)’’. 

(2) Section 119(e)(2) of title 35, United States 
Code, is amended by striking ‘‘subparagraph (A) 
or (C) of’’. 
SEC. 3. ADJUSTMENT OF TRADEMARK FEES. 

(a) FEE FOR FILING APPLICATION.—The fee 
under section 31(a) of the Trademark Act of 1946 
(15 U.S.C. 1113(a)) for filing an electronic appli-
cation for the registration of a trademark shall 
be $325. If the trademark application is filed on 
paper, the fee shall be $375. The Director may 
reduce the fee for filing an electronic applica-
tion for the registration of a trademark to $275 
for any applicant who prosecutes the applica-
tion through electronic means under such condi-
tions as may be prescribed by the Director. Be-
ginning in fiscal year 2005, the provisions of the 
second and third sentences of section 31(a) of 
the Trademark Act of 1946 shall apply to the 
fees established under this section. 

(b) REFERENCE TO TRADEMARK ACT OF 1946.—
For purposes of this section, the ‘‘Trademark 
Act of 1946’’ refers to the Act entitled ‘‘An Act 
to provide for the registration and protection of 
trademarks used in commerce, to carry out the 
provisions of certain international conventions, 
and for other purposes.’’, approved July 5, 1946 
(15 U.S.C. 1051 et seq.). 
SEC. 4. CORRECTION OF ERRONEOUS NAMING OF 

OFFICER. 
(a) CORRECTION.—Section 13203(a) of the 21st 

Century Department of Justice Appropriations 
Authorization Act (Public Law 107–273; 116 Stat. 
1902) is amended—

(1) in the subsection heading, by striking 
‘‘COMMISSIONER’’ and inserting ‘‘DIRECTOR’’; 
and 

(2) in paragraphs (1) and (2), by striking 
‘‘Commissioner’’ each place it appears and in-
serting ‘‘Director’’. 

(b) EFFECTIVE DATE.—The amendments made 
by subsection (a) shall be effective as of the date 
of the enactment of Public Law 107–273. 
SEC. 5. PATENT AND TRADEMARK OFFICE FUND-

ING. 
Section 42 of title 35, United States Code, is 

amended—
(1) in subsection (b), by striking ‘‘Appropria-

tion’’; and 
(2) in subsection (c), in the first sentence—
(A) by striking ‘‘To the extent’’ and all that 

follows through ‘‘fees’’ and inserting ‘‘Fees’’; 
and 

(B) by striking ‘‘shall be collected by and 
shall be available to the Director’’ and inserting 
‘‘shall be collected by the Director and shall be 
available until expended’’. 
SEC. 6. EFFECTIVE DATE, APPLICABILITY, AND 

TRANSITIONAL PROVISION. 
(a) EFFECTIVE DATE.—Except as provided in 

section 4 and this section, this Act and the 
amendments made by this Act shall take effect 
on October 1, 2003, or the date of the enactment 
of this Act, whichever is later. 

(b) APPLICABILITY.—
(1)(A) Except as provided in subparagraphs 

(B) and (C), the amendments made by section 2 
shall apply to all patents, whenever granted, 
and to all patent applications pending on or 
filed after the effective date set forth in sub-
section (a) of this section. 

(B)(i) Except as provided in clause (ii), sec-
tions 41(a)(1), 41(a)(3), and 41(d)(1) of title 35, 

United States Code, as amended by this Act, 
shall apply only to—

(I) applications for patents filed under section 
111(a) of title 35, United States Code, on or after 
the effective date set forth in subsection (a) of 
this section, and 

(II) international applications entering the 
national stage under section 371 of title 35, 
United States Code, for which the basic national 
fee specified in section 41 of title 35, United 
States Code, was not paid before the effective 
date set forth in subsection (a) of this section. 

(ii) Section 41(a)(1)(D) of title 35, United 
States Code as amended by this Act, shall apply 
only to applications for patent filed under sec-
tion 111(b) of title 35, United States Code, be-
fore, on, or after the effective date set forth in 
subsection (a) of this section in which the filing 
fee specified in section 41 of title 35, United 
States Code, was not paid before the effective 
date set forth in subsection (a) of this section. 

(C) Section 41(a)(2) of title 35, United States 
Code, as amended by this Act, shall apply only 
to the extent that the number of excess claims, 
after giving effect to any cancellation of claims, 
is in excess of the number of claims for which 
the excess claims fee specified in section 41 of 
title 35, United States Code, was paid before the 
effective date set forth in subsection (a) of this 
section. 

(2) The amendments made by section 3 shall 
apply to all applications for the registration of 
a trademark filed or amended on or after the ef-
fective date set forth in subsection (a) of this 
section. 

(c) TRANSITIONAL PROVISIONS.—
(1) SEARCH FEES.—During the period begin-

ning on the effective date set forth in subsection 
(a) of this section and ending on the date on 
which the Director establishes search fees under 
the authority provided in section 41(d)(1) of title 
35, United States Code, the Director shall 
charge—

(A) for the search of each application for an 
original patent, except for design, plant, provi-
sional, or international application, $500; 

(B) for the search of each application for an 
original design patent, $100; 

(C) for the search of each application for an 
original plant patent, $300; 

(D) for the search of the national stage of 
each international application, $500; and 

(E) for the search of each application for the 
reissue of a patent, $500. 

(2) TIMING OF FEES.—The provisions of section 
111(a)(3) of title 35, United States Code, relating 
to the payment of the fee for filing the applica-
tion shall apply to the payment of the fee speci-
fied in paragraph (1) with respect to an applica-
tion filed under section 111(a) of title 35, United 
States Code. The provisions of section 371(d) of 
title 35, United States Code, relating to the pay-
ment of the national fee shall apply to the pay-
ment of the fee specified in paragraph (1) with 
respect to an international application. 

(3) REFUNDS.—The Director may by regulation 
provide for a refund of any part of the fee speci-
fied in paragraph (1) for any applicant who 
files a written declaration of express abandon-
ment as prescribed by the Director before an ex-
amination has been made of the application 
under section 131 of title 35, United States Code, 
and for any applicant who provides a search re-
port that meets the conditions prescribed by the 
Director. 

(d) EXISTING APPROPRIATIONS.—The provi-
sions of any appropriation Act that make 
amounts available pursuant to section 42(c) of 
title 35, United States Code, and are in effect on 
the effective date set forth in subsection (a) 
shall cease to be effective on that effective date. 
SEC. 7. DEFINITION. 

In this Act, the term ‘‘Director’’ means the 
Under Secretary of Commerce for Intellectual 
Property and Director of the United States Pat-
ent and Trademark Office. 

SEC. 8. CLERICAL AMENDMENT. 
Subsection (c) of section 311 of title 35, United 

States Code, is amended by aligning the text 
with the text of subsection (a) of such section.

The CHAIRMAN. No amendments to 
the committee amendment in the na-
ture of a substitute are in order except 
the amendments printed in House Re-
port 108–431. Each amendment may be 
offered only in the order printed in the 
report, by a Member designated in the 
report, shall be considered read, shall 
be debatable for the time specified in 
the report, equally divided and con-
trolled by the proponent and an oppo-
nent, shall not be subject to amend-
ment, and shall not be subject to a de-
mand for division of the question. 

It is now in order to consider amend-
ment No. 1 printed in House Report 
108–431 and made in order by the order 
of the House of earlier today. 

AMENDMENT NO. 1 OFFERED BY MR. 
SENSENBRENNER 

Mr. SENSENBRENNER. Mr. Chair-
man, I offer an amendment. 

The CHAIRMAN. The Clerk will des-
ignate the amendment. 

The text of the amendment is as fol-
lows:

Amendment made in order pursuant to the 
order of the House of today and House Reso-
lution 547 offered by Mr. SENSENBRENNER:

Strike section 5 and insert the following:
SEC. 5. PATENT AND TRADEMARK FUNDING. 

Section 42(c) of title 35, United States 
Code, is amended—

(1) by striking ‘‘(c)’’ and inserting ‘‘(c)(1)’’; 
and 

(2) by adding at the end the following new 
paragraph: 

‘‘(2) There is established in the Treasury a 
Patent and Trademark Fee Reserve Fund. If 
fee collections by the Patent and Trademark 
Office for a fiscal year exceed the amount ap-
propriated to the Office for that fiscal year, 
fees collected in excess of the appropriated 
amount shall be deposited in the Patent and 
Trademark Fee Reserve Fund. After the end 
of each fiscal year, the Director shall make 
a finding as to whether the fees collected for 
that fiscal year exceed the amount appro-
priated to the Patent and Trademark Office 
for that fiscal year. If the amount collected 
exceeds the amount appropriated, the Direc-
tor shall, if the Director determines that 
there are sufficient funds in the Reserve 
Fund, make payments from the Reserve 
Fund to persons who paid patent or trade-
mark fees during that fiscal year. The Direc-
tor shall by regulation determine which per-
sons receive such payments and the amount 
of such payments, except that such pay-
ments in the aggregate shall equal the 
amount of funds deposited in the Reserve 
Fund during that fiscal year, less the cost of 
administering the provisions of this para-
graph.’’.

In section 6(a), strike ‘‘Except as’’ and all 
that follows through the end of the sentence 
and insert ‘‘Except as otherwise provided in 
this Act and this section, this Act and the 
amendments made by this Act shall take ef-
fect on October 1, 2004, or on the date of the 
enactment of this Act, whichever occurs 
later.’’.

Page 12, strike lines 17 through 20 and in-
sert the following:

(d) ADJUSTMENTS.—
(1) IN GENERAL.—Section 41(f) of title 35, 

United States Code, shall apply to the fees 
established under the amendments made by 
this section, beginning in fiscal year 2005. 

(2) CONFORMING AMENDMENT.—Effective Oc-
tober 1, 2004, section 41(f) of title 35, United 
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States Code, is amended by striking ‘‘(a) and 
(b)’’ and inserting ‘‘(a), (b), and (d)’’.

Page 11, add the following after line 24:
‘‘(F) The Director shall require that any 

search by a qualified search authority that is 
a commercial entity is conducted in the 
United States by persons that—

‘‘(i) if individuals, are United States citi-
zens; and 

‘‘(ii) if business concerns, are organized 
under the laws of the United States or any 
State and employ United States citizens to 
perform the searches. 

‘‘(G) A search of an application that is the 
subject of a secrecy order under section 181 
or otherwise involves classified information 
may only be conducted by Office personnel. 

‘‘(H) A qualified search authority that is a 
commercial entity may not conduct a search 
of a patent application if the entity has any 
direct or indirect financial interest in any 
patent or in any pending or imminent appli-
cation for patent filed or to be filed in the 
Patent and Trademark Office.

Page 12, insert the following after line 20 
and redesignate the succeeding subsection 
accordingly:

(e) FEES FOR SMALL ENTITIES.—Section 
41(h) of title 35, United States Code, is 
amended—

(1) in paragraph (1), by striking ‘‘Fees 
charged under subsection (a) or (b)’’ and in-
serting ‘‘Subject to paragraph (3), fees 
charged under subsections (a), (b), and 
(d)(1)’’; and 

(2) by adding at the end the following new 
paragraph: 

‘‘(3) The fee charged under subsection 
(a)(1)(A) shall be reduced by 75 percent with 
respect to its application to any entity to 
which paragraph (1) applies, if the applica-
tion is filed by electronic means as pre-
scribed by the Director.’’. 

(f) SIZE STANDARDS FOR SMALL ENTITIES.—
(1) STUDY.—The Director, in conjunction 

with the Administrator of the Small Busi-
ness Administration and the Chief Counsel 
for Advocacy of the Small Business Adminis-
tration, shall conduct a study on the effect 
of patent fees on the ability of small entity 
inventors to file patent applications. Such 
study shall examine whether a separate cat-
egory of reduced patent fees is necessary to 
ensure adequate development of new tech-
nology by small entity inventors. 

(2) REPORT.—The Director shall, not later 
than 6 months after the date of the enact-
ment of this Act, submit a report on the re-
sults of the study under paragraph (1) to the 
Committee on the Judiciary and the Com-
mittee on Small Business of the House of 
Representatives and the Committee on the 
Judiciary and the Committee on Small Busi-
ness and Entrepreneurship of the Senate. 

Page 8, line 3, add the following after the 
period: ‘‘For the 3-year period beginning on 
October 1, 2004, the fee for a search by a 
qualified search authority of a patent appli-
cation described in clause (i), (iv), or (v) of 
subparagraph (B) may not exceed $500, of a 
patent application described in clause (ii) of 
subparagraph (B) may not exceed $100, and of 
a patent application described in clause (iii) 
of subparagraph (B) may not exceed $300. The 
Director may not increase any such fee by 
more than 20 percent in each of the next 3 1-
year periods, and the Director may not in-
crease any such fee thereafter.’’.

The CHAIRMAN. Pursuant to House 
Resolution 547, the gentleman from 
Wisconsin (Mr. SENSENBRENNER) and a 
Member opposed each will control 10 
minutes. 

The Chair recognizes the gentleman 
from Wisconsin (Mr. SENSENBRENNER). 

Mr. SENSENBRENNER. Mr. Chair-
man, I yield myself such time as I may 
consume. 

I have a lengthy statement that I 
will not read in full, but will insert in 
the RECORD. But let me state that a 
significant part of this amendment 
deals with the agreement that we have 
reached with the appropriators that 
was discussed in the colloquy which I 
had earlier today with the gentleman 
from Virginia (Mr. WOLF), the distin-
guished chairman of the Subcommittee 
on Commerce, Justice, State, Judiciary 
and Related Agencies of the Committee 
on Appropriations. 

Let me also state that the amend-
ment contains various provisions that 
the gentleman from Illinois (Mr. MAN-
ZULLO) and I have agreed upon relative 
to our previous differences over the 
treatment of small entities under this 
bill. And pursuant to this agreement, 
my amendment applies a 50 percent 
discount to all searches for small enti-
ties, prohibits commercial searches 
that apply to classified matters, pre-
vents commercial entities from per-
forming searches when they have a fi-
nancial interest or other conflict at 
stake, caps the search fee after the 6th 
year, and requires a joint PTO and 
Small Business Administration study 
regarding the effects of the fee struc-
ture on small entities.

b 1730 

This, I believe, meets the objections 
that members of the Committee on 
Small Business had relative to the cost 
to small business of applying for and 
hopefully obtaining a patent. I hope 
that this amendment clears the way 
for the other body to consider this bill 
and bring real reform to the PTO.

Mr. Chairman, I am delighted to report that 
this amendment reflects a thoughtful com-
promise between myself and Mr. WOLF, chair-
man of the CJS Appropriations Subcommittee, 
as well as a fair deal between the Judiciary 
Committee and the chairman of the Small 
Business Committee, the gentleman from Illi-
nois, Mr. MANZULLO. I want to thank both of 
them for working so steadfastly and produc-
tively on this important issue. 

Mr. Chairman, the heart of my amendment 
creates a ‘‘refund’’ program to eliminate the 
potential incentive for diverting PTO revenue 
to non-PTO programs. Briefly, if fee collections 
in a given fiscal year exceed the amount ap-
propriated to the agency, the excess or over-
age shall be deposited in a PTO ‘‘Reserve 
Fund.’’ At the end of the fiscal year the Direc-
tor determines if there are sufficient funds to 
make payments to persons who paid fees dur-
ing that year. 

The Director is empowered to determine 
which recipients qualify and in what amounts, 
except that the payments in aggregate must 
equal the amount of revenue in the Reserve 
Fund during that fiscal year, less the cost of 
administering the program. 

This text is crucial to the bill before us. We 
have been at loggerheads with the Appropria-
tions committee on this matter for nearly a 
decade, so I am glad to say that we have 
struck an acceptable compromise that serves 
the interests of both committees. I am grateful 

to the appropriators and the majority leader for 
working with us on this point. I emphasize that 
without this language, support for the bill dis-
sipates. 

In addition, the bill as reported contains a 
pilot program to determine the efficacy of al-
lowing commercial entities to perform the 
search function, thereby relieving the agency 
of the burden and freeing up examiners to do 
other work. The amendment specifies that par-
ticipation in the pilot program will be restricted 
to American businesses and American citi-
zens. We have worked closely with Chairman 
WOLF’s staff on this point. 

Also, in furtherance of the ongoing mod-
ernization efforts at PTO, the Director is re-
quired to reduce the filing fee for any small 
entity, independent inventor, or nonprofit orga-
nization by 75 percent provided those so 
qualified file their applications electronically. 

As I noted a moment ago, Mr. MANZULLO, 
and I have resolve dour differences over the 
treatment of small entities under H.R. 1561. 
Pursuant to recently agreed-upon changes, 
my amendment: Applies a 50 percent discount 
to all searches for small entities; prohibits 
commercial searches that apply to classified 
matters; prevents commercial entities from 
performing searches when they have a finan-
cial interest or other conflict at stake; caps the 
search fee after the sixth year; and requires a 
joint PTO-SBA study regarding the effects of 
the fee structure on small entities. 

Mr. Chairman, by addressing the fee diver-
sion and other issues, this amendment clears 
the way for the other body to consider H.R. 
1561 and bring real reform to the PTO. I urge 
its adoption.

Mr. BERMAN. Mr. Chairman, will 
the gentleman yield? 

Mr. SENSENBRENNER. I yield to 
the gentleman from California. 

Mr. BERMAN. Mr. Chairman, I thank 
the gentleman for yielding. 

Mr. Chairman, I simply want to ex-
press my strong support for this 
amendment. If I were a betting man, I 
would have bet a lot of money that the 
chairman would not have been able to 
deal with the end of diversion in the 
fashion that he was able to without at 
least 25 or 30 appropriators on the 
House floor. I congratulate both him 
and the subcommittee chairman for 
their excellent work, and I urge the 
manager’s amendment be adopted.

Mr. SMITH of Texas. Mr. Chairman, I 
strongly support this amendment, which is the 
result of careful negotiations between the Judi-
ciary and Appropriations Committees. 

The two goals of the underlying bill are to 
improve PTO operations and to end fee diver-
sion. This amendment makes sure those goals 
are achieved. 

In order to eliminate the incentive to divert 
fees from the PTO, the amendment estab-
lishes a rebate program that will deposit any 
fee collections that exceed the amount of 
money appropriated to the PTO in a ‘‘reserve 
fund.’’ At the end of each year, the PTO Direc-
tor will determine whether there are sufficient 
funds to make payments to users who paid 
applicant fees that year. By ending fee diver-
sion and allowing the PTO to keep the fees its 
users pay each year, the agency will be able 
to make many much-needed reforms to in-
crease its efficiency and productivity. 

This amendment also contains provisions 
that will ensure the PTO will operate effec-
tively. It establishes a pilot program to allow 
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private entities to perform the search function 
associated with obtaining a patent. This will 
free up patent examiners to focus on other 
work. 

Some have mischaracterized this provision 
as ‘‘outsourcing’’ that will cut American jobs 
and send work overseas. In fact, this amend-
ment specifies that participation in the pilot 
program is restricted to American businesses 
and American citizens. By allowing patent 
searches to be performed by commercial enti-
ties, this pilot program will simply allow the pri-
vate sector to take some of the load off of an 
already overburdened patent evaluation sys-
tem at the PTO. 

Twenty-five to thirty percent of the 355,000 
patent applications the PTO receives each 
year come from small businesses. The Sen-
senbrenner amendment has many provisions 
to help small businesses obtain patents. 

The PTO is one of the most important agen-
cies in the country. It is the agency behind the 
innovation and invention that drives our econ-
omy. We must give it the funding it needs to 
implement meaningful reform and improve its 
operations. 

This amendment strengthens the underlying 
bill and I urge my colleagues to support it.

Mr. SENSENBRENNER. Mr. Chair-
man, I have no further requests for 
time, and I yield back the balance of 
my time. 

The CHAIRMAN. Does anyone seek 
time in opposition? 

The question is on the amendment 
offered by the gentleman from Wis-
consin (Mr. SENSENBRENNER). 

The amendment was agreed to. 
The CHAIRMAN. It is now in order to 

consider Amendment No. 2 printed in 
House Report 108–431. 

The gentleman from Illinois appar-
ently is not offering his amendment. 

It is now in order to consider Amend-
ment No. 3 printed in House Report 
108–431.

PARLIAMENTARY INQUIRY 
Ms. KAPTUR. Mr. Chairman, I have a 

parliamentary inquiry. 
The CHAIRMAN. The gentlewoman 

will state it. 
Ms. KAPTUR. Mr. Chairman. I just 

wanted to ask, is this the final amend-
ment in the series, and then will we 
move to final passage? 

The CHAIRMAN. The gentlewoman is 
correct. 

The Chair is ready to proceed. Appar-
ently the gentlewoman from Texas 
does not offer her amendment. 

The question is on the committee 
amendment in the nature of a sub-
stitute, as amended. 

The committee amendment in the 
nature of a substitute, as amended, was 
agreed to. 

The CHAIRMAN. Under the rule, the 
Committee rises. 

Accordingly, the Committee rose; 
and the Speaker pro tempore (Mr. 
CUNNINGHAM) having assumed the 
chair, Mr. LAHOOD, Chairman of the 
Committee of the Whole House on the 
State of the Union, reported that that 
Committee, having had under consider-
ation the bill (H.R. 1561) to amend title 
35, United States Code, with respect to 
patent fees, and for other purposes, 

pursuant to House Resolution 547, he 
reported the bill back to the House
with an amendment adopted by the 
Committee of the Whole. 

The SPEAKER pro tempore. Under 
the rule, the previous question is or-
dered. 

Is a separate vote demanded on the 
amendment to the committee amend-
ment in the nature of a substitute 
adopted by the Committee of the 
Whole? If not, the question is on the 
committee amendment in the nature of 
a substitute. 

The committee amendment in the 
nature of a substitute was agreed to. 

The SPEAKER pro tempore. The 
question is on the engrossment and 
third reading of the bill. 

The bill was ordered to be engrossed 
and read a third time, and was read the 
third time. 

The SPEAKER pro tempore. The 
question is on the passage of the bill. 

The question was taken; and the 
Speaker pro tempore announced that 
the ayes appeared to have it. 

Mr. SENSENBRENNER. Mr. Speak-
er, on that I demand the yeas and nays. 

The yeas and nays were ordered. 
The vote was taken by electronic de-

vice, and there were—yeas 379, nays 28, 
not voting 26, as follows:

[Roll No. 38] 

YEAS—379

Abercrombie 
Ackerman 
Akin 
Alexander 
Allen 
Andrews 
Baca 
Bachus 
Baird 
Baker 
Baldwin 
Ballance 
Barrett (SC) 
Barton (TX) 
Bass 
Beauprez 
Becerra 
Bell 
Bereuter 
Berkley 
Berman 
Biggert 
Bilirakis 
Bishop (GA) 
Bishop (NY) 
Bishop (UT) 
Blackburn 
Blumenauer 
Blunt 
Boehlert 
Boehner 
Bonilla 
Bonner 
Bono 
Boozman 
Boswell 
Boucher 
Boyd 
Bradley (NH) 
Brady (PA) 
Brady (TX) 
Brown (SC) 
Brown, Corrine 
Brown-Waite, 

Ginny 
Burgess 
Burns 
Burr 
Burton (IN) 
Buyer 
Camp 
Cannon 
Cantor 
Capito 

Capps 
Capuano 
Cardin 
Cardoza 
Carter 
Case 
Chabot 
Chandler 
Chocola 
Clyburn 
Coble 
Collins 
Conyers 
Cooper 
Cox 
Cramer 
Crane 
Crenshaw 
Crowley 
Cubin 
Culberson 
Cunningham 
Davis (AL) 
Davis (CA) 
Davis (FL) 
Davis (IL) 
Davis (TN) 
Davis, Jo Ann 
Davis, Tom 
Deal (GA) 
DeFazio 
DeGette 
Delahunt 
DeLauro 
DeLay 
DeMint 
Deutsch 
Diaz-Balart, L. 
Diaz-Balart, M. 
Dicks 
Dingell 
Doolittle 
Doyle 
Dreier 
Duncan 
Dunn 
Edwards 
Ehlers 
Emanuel 
Emerson 
Engel 
English 
Eshoo 
Etheridge 

Everett 
Farr 
Fattah 
Feeney 
Ferguson 
Filner 
Flake 
Foley 
Forbes 
Ford 
Fossella 
Frank (MA) 
Franks (AZ) 
Frelinghuysen 
Frost 
Gallegly 
Garrett (NJ) 
Gephardt 
Gerlach 
Gibbons 
Gilchrest 
Gillmor 
Gingrey 
Gonzalez 
Goode 
Goodlatte 
Gordon 
Goss 
Granger 
Graves 
Green (TX) 
Green (WI) 
Greenwood 
Grijalva 
Gutierrez 
Gutknecht 
Harman 
Harris 
Hart 
Hastings (WA) 
Hayes 
Hayworth 
Hefley 
Hensarling 
Herger 
Hill 
Hinchey 
Hobson 
Hoeffel 
Hoekstra 
Holden 
Honda 
Hostettler 
Houghton 

Hoyer 
Hulshof 
Hyde 
Inslee 
Isakson 
Israel 
Issa 
Jefferson 
Jenkins 
John 
Johnson (CT) 
Johnson (IL) 
Johnson, E. B. 
Johnson, Sam 
Jones (OH) 
Keller 
Kelly 
Kennedy (MN) 
Kennedy (RI) 
Kildee 
Kilpatrick 
Kind 
King (IA) 
King (NY) 
Kingston 
Kirk 
Kleczka 
Kline 
Knollenberg 
Kolbe 
LaHood 
Lampson 
Langevin 
Larsen (WA) 
Larson (CT) 
Latham 
LaTourette 
Leach 
Lee 
Levin 
Lewis (CA) 
Lewis (KY) 
Linder 
Lipinski 
LoBiondo 
Lofgren 
Lowey 
Lucas (KY) 
Lynch 
Majette 
Maloney 
Manzullo 
Markey 
Marshall 
Matheson 
Matsui 
McCarthy (MO) 
McCarthy (NY) 
McCollum 
McCotter 
McCrery 
McDermott 
McGovern 
McHugh 
McInnis 
McIntyre 
McKeon 
McNulty 
Meehan 
Meeks (NY) 
Mica 
Michaud 
Millender-

McDonald 

Miller (FL) 
Miller (MI) 
Miller (NC) 
Miller, Gary 
Miller, George 
Mollohan 
Moore 
Moran (KS) 
Moran (VA) 
Murphy 
Murtha 
Musgrave 
Myrick 
Nadler 
Napolitano 
Neal (MA) 
Nethercutt 
Neugebauer 
Ney 
Northup 
Norwood 
Nunes 
Nussle 
Olver 
Ortiz 
Osborne 
Ose 
Otter 
Owens 
Oxley 
Pallone 
Pascrell 
Pastor 
Payne 
Pearce 
Pelosi 
Peterson (MN) 
Peterson (PA) 
Petri 
Pickering 
Pitts 
Platts 
Pombo 
Pomeroy 
Porter 
Portman 
Price (NC) 
Pryce (OH) 
Putnam 
Quinn 
Radanovich 
Rahall 
Ramstad 
Rangel 
Regula 
Rehberg 
Renzi 
Reyes 
Reynolds 
Rogers (AL) 
Rogers (KY) 
Rogers (MI) 
Rohrabacher 
Ros-Lehtinen 
Ross 
Rothman 
Roybal-Allard 
Royce 
Rush 
Ryan (OH) 
Ryan (WI) 
Ryun (KS) 
Sabo 
Sanchez, Loretta 

Saxton 
Schiff 
Schrock 
Scott (GA) 
Scott (VA) 
Sensenbrenner 
Serrano 
Sessions 
Shadegg 
Shaw 
Shays 
Sherman 
Sherwood 
Shimkus 
Shuster 
Simmons 
Simpson 
Skelton 
Slaughter 
Smith (MI) 
Smith (NJ) 
Smith (TX) 
Smith (WA) 
Snyder 
Solis 
Souder 
Spratt 
Stark 
Stearns 
Stenholm 
Stupak 
Sweeney 
Tancredo 
Tanner 
Tauscher 
Tauzin 
Taylor (MS) 
Taylor (NC) 
Terry 
Thomas 
Thompson (CA) 
Thompson (MS) 
Thornberry 
Tiahrt 
Tiberi 
Tierney 
Towns 
Turner (OH) 
Turner (TX) 
Udall (CO) 
Udall (NM) 
Upton 
Van Hollen 
Velázquez 
Vitter 
Walden (OR) 
Walsh 
Wamp 
Watt 
Waxman 
Weiner 
Weldon (FL) 
Weller 
Wexler 
Whitfield 
Wicker 
Wilson (NM) 
Wilson (SC) 
Wolf 
Wu 
Young (AK) 

NAYS—28

Bartlett (MD) 
Brown (OH) 
Carson (IN) 
Clay 
Costello 
Cummings 
Evans 
Hastings (FL) 
Holt 
Hunter 

Jackson (IL) 
Jackson-Lee 

(TX) 
Jones (NC) 
Kanjorski 
Kaptur 
Lewis (GA) 
Meek (FL) 
Oberstar 
Obey 

Paul 
Ruppersberger 
Sanders 
Schakowsky 
Strickland 
Visclosky 
Waters 
Watson 
Wynn 

NOT VOTING—26

Aderholt 
Ballenger 
Berry 
Calvert 
Carson (OK) 
Castle 
Cole 
Doggett 
Dooley (CA) 

Hall 
Hinojosa 
Hooley (OR) 
Istook 
Kucinich 
Lantos 
Lucas (OK) 
Menendez 
Pence 

Rodriguez 
Sánchez, Linda 

T. 
Sandlin 
Sullivan 
Toomey 
Weldon (PA) 
Woolsey 
Young (FL)
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ANNOUNCEMENT BY THE SPEAKER PRO TEMPORE 

The SPEAKER pro tempore (Mr. 
LAHOOD) (during the vote). Members 
are advised there are 2 minutes remain-
ing in this vote. 

b 1802 
Messrs. JACKSON of Illinois, OBEY, 

WYNN and RUPPERSBERGER 
changed their vote from ‘‘yea’’ to 
‘‘nay.’’ 

So the bill was passed. 
The result of the vote was announced 

as above recorded. 
A motion to reconsider was laid on 

the table.
f 

b 1800 
HOUR OF MEETING ON THURSDAY, 

MARCH 4, 2004 
Mr. TOM DAVIS of Virginia. Mr. 

Speaker, I ask unanimous consent that 
when the House adjourns today, it ad-
journ to meet at 11:30 a.m. tomorrow. 

The SPEAKER pro tempore (Mr. 
LAHOOD). Is there objection to the re-
quest of the gentleman from Virginia? 

There was no objection. 
f 

SAVE THE HUBBLE 
(Mr. MCDERMOTT asked and was 

given permission to address the House 
for 1 minute and to revise and extend 
his remarks.) 

Mr. MCDERMOTT. Mr. Speaker, 2 
years ago today the Columbia Space 
Shuttle, in what turned out to be its 
last full mission, serviced the Hubble 
Space Telescope. 

Those astronauts knew and children 
across America know that Hubble is a 
national treasure. Hubble offers a dra-
matic view into the cosmos, and it has 
yielded profound scientific discoveries. 
Yet for all of Hubble’s national acclaim 
and the inspiration it has given us, 
NASA has given Hubble a death sen-
tence. It is up to us to commute that 
sentence. 

That is why I have joined with a bi-
partisan group calling for NASA to 
convene the best and the brightest 
minds to reevaluate their decision and 
look at every reasonable alternative. 
In the meantime, keep the Hubble 
going. 

In my view, Hubble is one of the best 
scientific investments we have ever 
made. Hubble is certainly the best re-
cruiter we have today to inspire our 
children to excel in science and reach 
for the stars. 

f 

SPECIAL ORDERS 
The SPEAKER pro tempore (Mr. 

PEARCE). Under the Speaker’s an-
nounced policy of January 7, 2003, and 
under a previous order of the House, 
the following Members will be recog-
nized for 5 minutes each.

f 
The SPEAKER pro tempore. Under a 

previous order of the House, the gen-
tleman from Indiana (Mr. BURTON) is 
recognized for 5 minutes. 

(Mr. BURTON of Indiana addressed 
the House. His remarks will appear 

hereafter in the Extensions of Re-
marks.)

f 
The SPEAKER pro tempore. Under a 

previous order of the House, the gen-
tleman from Oregon (Mr. DEFAZIO) is 
recognized for 5 minutes. 

(Mr. DEFAZIO addressed the House. 
His remarks will appear hereafter in 
the Extensions of Remarks.)

f 
The SPEAKER pro tempore. Under a 

previous order of the House, the gen-
tleman from Michigan (Mr. MCCOTTER) 
is recognized for 5 minutes. 

(Mr. MCCOTTER addressed the 
House. His remarks will appear here-
after in the Extensions of Remarks.)

f 

OUR ECONOMIC POLICY 
The SPEAKER pro tempore. Under a 

previous order of the House, the gen-
tleman from Ohio (Mr. BROWN) is rec-
ognized for 5 minutes. 

Mr. BROWN of Ohio. Mr. Speaker, 
the President last week delivered the 
Central American Free Trade Agree-
ment to this Congress as part of his 
economic plan to grow the economy. 
What we have seen from the Presi-
dent’s economic plan, which consists of 
two basic solutions, are two things. 
One is tax cuts for the wealthiest peo-
ple of our society, the 1 percent 
wealthiest, the people who need it 
least, hoping it will trickle down and 
create jobs. The other part of this pro-
gram is to push through this Congress 
more NAFTAs, the Central American 
Free Trade Agreement, the Free Trade 
Area of the Americas, trade agree-
ments which have no labor and envi-
ronmental standards, trade agreements 
which hemorrhage jobs, which ship jobs 
overseas. 

We have seen that kind of economic 
policy, except we have seen it not 
work. We have seen in this administra-
tion a loss of almost 3 million jobs. In 
my State of Ohio, we have lost one out 
of every six manufacturing jobs. Hun-
dreds of thousand of Ohioans have lost 
their jobs. We have seen no manufac-
turing jobs created. In fact, since 
President Bush took office, we have 
lost manufacturing jobs not just in 
Ohio but across the country every sin-
gle month of the Bush administration. 

Now, just recently the President put 
out his economic report. This Eco-
nomic Report of the President is put 
out every year. As my colleagues can 
see here, the President signed it on 
page 4, and this economic report makes 
a lot of promises. As one of his earlier 
economic reports had made, the Presi-
dent in 2002 promised an increase of 3.4 
million jobs. We have actually seen a 
loss of 1.7 million jobs since then. In 
this report, he makes another promise 
of 2.6 million jobs created just this 
year alone. Already the President’s 
people are backing off that promise. 

But you might be interested, and 
there are some things in this report 
that the President and his people, his 
Chief Economic Adviser, have sort of 

bragged about. One of the things that 
the President’s Economic Adviser said 
when he said, ‘‘When a good or service 
is produced more cheaply abroad, it 
makes more sense to import it than to 
provide it domestically,’’ and then the 
Chief Economic Adviser to the Presi-
dent said, That is a good thing. If it is 
made somewhere else cheaper, then 
good economics says we ought to ship 
those jobs overseas and make them 
more cheaply overseas and make them 
there and displace the jobs in the 
United States. 

That is not good economic policy. It 
is not good trade policy. It particularly 
is not good policy for our people. Yes, 
we want to do trade. Yes, we want that 
train to move out of the station ad-
vancing trade, but we want to do the 
trade, we want fair trade, not free 
trade. This administration, unfortu-
nately, is committed to free trade. 

In the meantime, the President’s 
Council on Economic Advisers has said 
in this report, also on page 103, In the 
long run, a large part of the burden of 
taxes is likely to be shifted to workers 
through a reduction in wages. In other 
words, the President’s policy of tax 
cuts for the wealthy, hoping that it 
trickles down and provides something 
for everybody else, and these trade 
agreements with no labor and environ-
mental standards, these trade agree-
ments that ship jobs overseas, in the 
meantime, the President’s people say 
what is going to happen is a large part 
of the burden of taxes is likely to be 
shifted to workers through a reduction 
in wages. 

That is why even people that have 
kept their jobs, as most people have 
during this Bush recession, even then 
those people’s wages have been stag-
nant or in some cases have gone down. 
That is because the President’s people 
say that we are going to see tax cuts 
for the wealthy, and we are going to 
see loss of wages for workers and for 
the middle class. 

The President’s Chief Economic Ad-
viser goes on to say, Analyses that fail 
to recognize this shift can be mis-
leading, suggesting that higher income 
groups bear an unrealistically large 
share of the long run burden. In other 
words, when the President’s people say, 
well, we have to give a tax cut to the 
richest people in our society because 
they are paying the most taxes, the 
President’s own Economic Adviser said 
that is not the case. 

What is happening in our economy, 
you may applaud that, is these tax cuts 
shift the burden. As we cut taxes on 
the wealthy, it shifts the burden to the 
middle class in the form of lower 
wages, and we can also see that, Mr. 
Speaker, with what Alan Greenspan 
said last week. 

He came to this Congress and said I 
support continuing the tax cuts for the 
wealthiest Americans, and then he 
said, but because of that, we have a 
budget shortfall and we have to cut So-
cial Security. So the President of the 
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