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INTERNATIONAL IPR REPORT CARD—ASSESS-
ING U.S. GOVERNMENT AND INDUSTRY EF-
FORTS TO ENHANCE CHINESE AND RUS-
SIAN ENFORCEMENT OF INTELLECTUAL
PROPERTY RIGHTS

WEDNESDAY, DECEMBER 7, 2005

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON COURTS, THE INTERNET,
AND INTELLECTUAL PROPERTY,
COMMITTEE ON THE JUDICIARY,
Washington, DC.

The Subcommittee met, pursuant to notice, at 10:17 a.m., in
Room 2141, Rayburn House Office Building, the Honorable Lamar
Smith (Chairman of the Subcommittee) presiding.

Mr. SMITH OF TEXAS. The Subcommittee on Courts, the Internet,
and Intellectual Property will come to order.

I'm going to recognize myself for an opening statement, then the
Ranking Member, Mr. Berman of California, for an opening state-
ment. Then I want to represent the gentleman from California, Mr.
Issa, for comments, as well, because he is the author of a resolution
that was approved on the House floor recently to deal with the sub-
ject at hand.

I also want to compliment the gentleman from California, Mr.
Issa, because I believe, with the exception of the Chairman and the
Ranking Member, that he has the best attendance record on this
Subcommittee of anyone. And that is both appreciated and will be
remembered. I'll recognize myself for an opening statement.

The evidence continues to show that the government of the Peo-
ple’s Republic of China is engaged in a long-term effort to steal
sensitive and proprietary technologies from U.S. industry. Last
week, Federal judges in Los Angeles ordered Chi Mak, an electrical
engineer who worked as a defense contractor, and his brother Tai
Mak, who also is in the Chinese military, to be held without bond
in a case prosecutors believe could be among the most damaging
cases of Chinese technology spying.

In court papers, Chi Mak has reportedly admitted passing re-
stricted data for 22 years—including sensitive information on the
DBX destroyer, the Aegis weapons system, and a U.S. study that
reveals the methods to be used by U.S. warship personnel to con-
tinue operating after being attacked—to Chinese military intel-
ligence handlers.

This kind of technology spying and theft of intellectual property
pose serious threats to our country’s long-term economic and na-
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tional security interests. No two governments are more adept at ex-
ploiting U.S. weaknesses in protecting technology than the govern-
ments of China and the Russian Federation.

U.S. policy is motivated by a sincere desire to encourage these
governments to respect individual rights, including the right to
profit from the legitimate use and licensing of intellectual property
rights. Our hope is that the Chinese and Russian governments will
ultimately develop into reliable and dependable allies in the fight
to protect intellectual property rights. Yet that hope must be
grounded in reality, and not motivated by wishful thinking.

Unfortunately, there is little in the present record to indicate a
sincere desire by the political leadership of these nations to respect
the rights of U.S. intellectual property owners. In numerous inter-
national and bilateral agreements, China and Russia assume the
duty to provide adequate and effective enforcement of intellectual
property rights in return for the United States and other nations
lowering trade barriers to their goods. The political leadership of
each nation has prospered by being permitted to reap the benefits
of international trade, without being held accountable for their own
commitments.

Their record stands in stark contrast to the countless assurances,
guarantees, and commitments to honor their obligations that have
been made to the most senior officials of the United States Govern-
ment.

One of the most offensive examples of intransigence was reported
in the December 1st edition of the Moscow Times. In an article en-
titled, “Envoy: Licensed DVDs Cost Too Much,” Alexander
Kotenkov, who is President Putin’s representative in the Russian
Parliament’s upper chamber, stated at a conference “devoted to the
fight against piracy” that he often purchased illegally-made discs
for plane trips, paying the equivalent of $3.12 for a DVD that con-
tains five or six films.

President Putin’s representative went on to blame copyright own-
ers for piracy, by stating that Russian citizens are not at fault for
being unable to buy licensed discs, because the costs of legitimate
discs are too high.

I am confident, in connection with any future consideration of
Russian accession to the WTO, the United States Congress will
consider the extension of permanent normal trade relations with
Russia. In the absence of a real, sustained, and verifiable commit-
ment by the highest levels of the Russian government to protect
the legitimate rights of intellectual property owners, I will continue
to oppose U.S. support for the extension of PNTR and for Russia’s
admission to the WTO.

I have no intention of watching while Russia becomes the next
China; a result that I am concerned could ultimately lead to an ero-
sion of U.S. public support for the WTO and the rules-based trad-
ing system that it was intended to implement.

Our witnesses today will bring the Subcommittee up to date on
the developments that have transpired since May 17, when this
Sublclorfpmittee held back-to-back hearings on Chinese and Russian
IP theft.

That concludes my opening statement, and the gentleman from
California, Mr. Berman, is recognized for his.
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Mr. BERMAN. Thank you very much, Mr. Chairman, for sched-
uling this hearing on international intellectual property piracy. I
actually hope the Subcommittee can institutionalize the practice of
having at least one hearing a year that focuses on international
trade and products protected by intellectual property rights.

I particularly want to thank you for inviting Joan Borsten to tes-
tify. She is a long, longstanding good friend, a constituent, and has
a very compelling story. She brings a valuable perspective to the
hearing: that of an individual American entrepreneur whose busi-
ness has been dramatically impacted by a foreign government’s
sustained campaign to steal her rights to intellectual property.

Because of the massive copyright piracy that occurs daily in
China and Russia, the sales of black market goods cause an annual
loss of revenue to American creators that is truly staggering. Ac-
cording to the International Intellectual Property Alliance, piracy
rates in the copyright industries range from a low of 70 percent to
a high of 95 percent. And American industries annually lose over
$2%% billion in China, and almost $2 billion in Russia.

But it is not only the copyright industries, entertainment, soft-
ware, book publishing, etcetera, that suffer. We could probably
have an entire hearing only on counterfeiting of motorcycle parts,
purses, and pharmaceuticals. No industry is immune from the en-
demic intellectual property violations occurring in these two coun-
tries.

The problem in both China and Russia is similar. While the laws
may be on the books, actual enforcement of those laws is sorely
lacking. Few criminal prosecutions have taken place, and even
fewer sentences have been meted out. There’s currently no true de-
terrent for the pirates. In fact, piracy has become the foundation
for new businesses that export these black market goods.

The one effective tool the current Administration has to
incentivize the Chinese government to address its piracy problem
is pursuing a WTO case. At the last hearing on this issue, the
USTR testified that they were, “committed to ensure that China is
compliant with its obligations. And we will take WTO action if, in
consultation with you and with our industry, we determine that
this is the most effective way to fix the problem that we are re-
solved to fix.”

When I asked whether 6 months would be a reasonable time
frame to reach a conclusion, the answer was that it could be. So
here we are, 6 months later, and I'm looking forward to an update
from that office.

Furthermore, have additional avenues for mitigating the effect of
piracy in China been explored by the current Administration? Cur-
rently, the Chinese government engages in vast restrictions on
market access for American copyrighted goods. They restrict the
number of American films that can be shown, and severely curtail
the right of our companies to do business in their country. These
barriers make the impact of piracy that much greater, and vir-
tually impossible for our companies to counteract piracy.

With Russia, there is still some leverage, because they have not
joined WTO yet. I took note of the Chairman’s comments in his
opening statement on this subject.
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A number of months ago, I, along with a number of other Demo-
crats, wrote Ambassador Portman advising him. And these were
Democrats who were inclined—on a number of occasions

have been willing to support free trade agreements. We wrote a
letter to Ambassador Portman, advising him that in order to obtain
our support for any future trade agreement, we would have to be
assured that the lesson taught from allowing China to join the
WTO without provision for adequate enforcement against intellec-
tual property violations has been learned.

In fact, just last week, IIPA submitted comments for the Special
301 Out-of-Cycle review on Russia. It’s not encouraging news: “In
short, Russia is not complying with its commitments to provide
adequate and effective copyright protection and enforcement.”

Furthermore, the House in a bipartisan vote—I believe that was
the gentleman from California, Mr. Issa’s resolution—recognized
Russia’s failure to adequately protect intellectual property, and
cautioned that without change they are at risk of losing GSP bene-
fits and accession to the WTO.

The last time, we discussed the complexity of denying GSP bene-
fits to a country, a process which requires consultation of most
agencies within the Executive Branch. It’s clear that in Congress
we all agree that this situation is quite outrageous, and that a
country that flagrantly violates American intellectual property
rights should not receive GSP duty-free benefits. So I ask, since the
last hearing, has there been any movement on the status of Rus-
sia’s GSP benefits?

If motivated, these countries can protect intellectual property
rights. When piracy hurts the Chinese interests, the Chinese gov-
ernment has been motivated to step in. When knock-offs of the Bei-
jing summer 2008 game logos on T-shirts were being sold, the mar-
kets were quickly cleared. In short, China can deal with this prob-
lem, if it has the political will, and when it has the political will.

In Russia, it seems incredible that the Russian government actu-
ally controls the facilities and land on which many of these pirate
optical disc plants operate. How can it simply do nothing to shut
down the plants operating on these government-run installations?

I'm looking forward to hearing from the witnesses to learn what
benchmarks or time lines have been established to help guide a de-
cision on a WTO case against China, the withdrawal of GSP duty-
free benefits from Russia, and whether Russia is aware that they
will be denied admission to the exclusive WTO club unless the pi-
racy problem is addressed. I'm looking forward to hearing about
other steps that are being taken to protect American creativity.
Thank you, Mr. Chairman.

Mr. SMiTH OF TEXAS. Thank you, Mr. Berman. The gentleman
from California, Mr. Issa, is recognized for his comments.

Mr. IssA. Thank you, Mr. Chairman and Ranking Member Ber-
man. Thank you for your leadership in seeing that the resolution,
which had to be pushed through the Ways and Means Committee,
saw the floor, and certainly showed the Administration, in addition
to the Russians, that we are determined not to make the same mis-
take we made with China.

I, personally, voted in support of the Permanent Normalized
Trade; and obviously, it led to WTO admission for China. That is
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a vote that I deeply regret. I'm a dyed-in-the-wool free-trader; but
free trade is about fair trade.

Briefly, I wanted to echo some of the comments that the Ranking
Member and the Chairman made, which are if you have countries
which believe, support, and in fact participate in theft, it doesn’t
matter what their justification is. The truth is that Russia and
China hide under the theory that they cannot afford—that they are
poor countries; they cannot afford to pay that, as was said in the
opening statements. The fact is, Russia has become the number-
tWO(,1 soon to be the number-one seller into Europe of counterfeit
goods.

Obviously, Russia believes that Europe can also not afford—Lux-
embourg, with a per-capita GDP similar to the United States, can-
not afford—to pay a fair price, unless of course Russia is making
a profit on it.

There is no question that this behavior is part of a culture in the
old Soviet Union and the still technically communist China, that
intellectual property is not real property, and that in fact it is a
right of the state. That attitude and the legislation and the enforce-
ment have to be changed.

I believe that with the Chairman’s leadership, that we can con-
tinue to echo the message to the Administration, Trade Represent-
ative here today, that we shall not, under any basis, allow for ac-
cession to the WT'O—which I do have to disagree with the Ranking
Member slightly. I'd like to say it was exclusive, but with over 140
members, the truth is Russia stands out by its absence as a coun-
try prohibited—rightfully so—prohibited from entering this no
longer so exclusive club because of their action. Their action is rep-
rehensible.

And TI'll close with this. Less than 6 months ago, I was in Russia;
and I've been assured by a group that was there over the break,
it’s still the same. If you can drive the main streets of Moscow and
see them offering MPEG-4, MP-3, formats for movies and for music
that are not offered from the makers in their original form, on the
main streets in large neon signs—and of course, offering an oppor-
tunity to buy “Star Wars” long before it was out on DVD—it is very
clear that they are unapologetic for their theft of intellectual prop-
erty.

And as Mr. Berman, I believe, noted, also, they don’t have a
problem at all stealing other property from us in the defense indus-
try, and in fact in every area of manufacturing. And I thank the
Chairman and the Ranking Member.

Mr. BERMAN. Would the gentleman yield?

Mr. IssA. I'd be glad to yield.

Mr. BERMAN. On the issue of the exclusivity, it reminds me of the
Groucho Marx line: “Why would you want to get in any club that
would take you?”

Mr. IssA. “That would have you as a Member.” Absolutely. And
with that, I yield back.

Mr. SMITH OF TEXAS. Thank you, Mr. Issa. It’s nice of us to have
a united front up here.

Before we hear from the witnesses, I'd like to ask you to stand
and be sworn in.

[Witnesses sworn.]
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Mr. SmiTH OF TEXAS. Please be seated. Our first witness is Chris
Israel, who serves as the Coordinator for International Intellectual
Property Enforcement. Mr. Israel was appointed to this newly cre-
ated position, which is housed at the U.S. Department of Com-
merce, in July 2005, by President George W. Bush. In this capacity,
Mr. Israel is tasked with coordinating and leveraging the resources
of the Federal Government to improve the protection of U.S. intel-
lectual property at home and abroad.

Before accepting his current position, Mr. Israel served in a vari-
ety of assignments at the Department of Commerce, many of which
focused on advancing U.S. innovation and technology leadership.

I am told that today’s testimony will mark the first time that Mr.
Israel has testified before a Committee of Congress since accepting
his new responsibilities.

His ability to ensure the development of a sustainable and com-
prehensive national and international enforcement policy for the
protection of U.S.-based intellectual property rights is of vital and
continuing interest to this Subcommittee.

Mr. Israel received his BA from the University of Kansas, and
his MBA from the George Washington University.

Our second witness is Victoria Espinel, who is the [Acting] As-
sistant U.S. Trade Representative for Intellectual Property in the
Office of the United States Trade Representative. In that capacity,
Ms. Espinel serves as the principal U.S. trade negotiator on intel-
lectual property.

Ms. Espinel’s office chairs the intra-agency committee that con-
ducts the annual Special 301 Review of international protection of
intellectual property rights. The latest report was published on
April 29, 2005. Subsequent to its publication, Ms. Espinel appeared
before the Subcommittee to deliver testimony on the subjects of in-
tellectual property theft in China and Russia. She will be providing
this Subcommittee with an update on developments, as well as a
status report on the substantial challenges that remain.

Ms. Espinel holds an LLM from the London School of Economics,
a JD from Georgetown University, and a BS in foreign service from
Georgetown University’s School of Foreign Service.

Our third witness is Eric H. Smith, who serves as the President
of the International Intellectual Property Alliance, a private-sector
coalition of seven U.S. trade associations which is based in Wash-
ington, D.C. IIPA represents over 1,900 companies that produce
and distribute materials protected by copyright laws throughout
the world. A founder of ITPA, Mr. Smith frequently serves as the
principal representative of the copyright industries in WTO,
TRIPS, and Free Trade Agreement negotiations.

Mr. Smith has a JD from the University of California at Berke-
ley, a BA from Stanford, and an MA from the School of Advanced
International Studies at Johns Hopkins.

Our final witness is Joan Borsten, who is President of Films by
Jove, Inc., a California-based production and distribution company
that acquired worldwide rights to much of the animation library of
Moscow’s—is it Soyuzmultfilm?—Studio in 1992.

Ms. Borsten received her BA in comparative literature from the
University of California at Berkeley, and her MS in bilingual edu-
cation at USC.
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Welcome to you all. We have witness statements from all of the
witnesses on this panel. Without objection, their complete testi-
mony will be made a part of the record.

As you all know, we trust that you will limit your testimony to
5 minutes; which we look forward to. And Mr. Israel, we will begin
with you.

TESTIMONY OF CHRIS ISRAEL, COORDINATOR FOR INTER-
NATIONAL INTELLECTUAL PROPERTY ENFORCEMENT, U.S.
DEPARTMENT OF COMMERCE

Mr. ISRAEL. Thank you, Mr. Chairman. Chairman Smith, Rank-
ing Member Berman, and Members of the Committee, I'm pleased
to be able to be here today to join you and my counterparts on this
panel to discuss the challenge of international intellectual property
rights enforcement.

I want to first thank the Committee for their continued support
and leadership on issues concerning the protection of intellectual
property. I look forward to the opportunity to work together to en-
sure that the heart of America’s thriving innovation economy, its
intellectual property, is effectively protected around the world.

Combating piracy and counterfeiting is a top priority for the
Bush Administration. President Bush has consistently raised IP
enforcement with foreign leaders; placed it on the agenda of the
G8; and made it a key part of the recent U.S./EU summit. He has
also discussed our ongoing concerns with leaders of critical markets
such as China and Russia. In addition, he has directed his Admin-
istration to address the issue actively, aggressively, and with a re-
sults-oriented approach.

The reasons IP enforcement is a priority for this Administration
are very clear. Few issues are as important to the current and fu-
ture economic strength of the United States as our ability to create
and protect intellectual property.

Enforcement of intellectual property also carries great con-
sequence for the health and safety of consumers around the world,
because fake goods don’t just hurt business; they hurt people.

Finally, the theft of American intellectual property strikes at the
heart of one of our greatest comparative advantages: our innovative
capacity.

The Office of International Intellectual Property Enforcement is
located at the Department of Commerce, and I report to Secretary
Gutierrez. We also work under the leadership of the White House,
and we have been met with tremendous cooperation from all Fed-
eral agencies that contribute to our overall IP enforcement efforts.

A very critical element of our overall coordination is the Strategy
Targeting Organized Piracy, the STOP Initiative, launched by the
Bush Administration in October 2004. This initiative brings to-
gether USTR, Commerce, Justice, Homeland Security, and the
State Department. STOP has yielded tangible results and received
attention around the world.

The STOP Initiative and our new Office of International Intellec-
tual Property Enforcement allows us to deliver a clear message:
The United States takes the issue of intellectual property enforce-
ment very seriously; we are leveraging all of our resources to ad-
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dress it; and we have very high expectations of all of our global
trading partners.

As this Committee clearly understands, the problem of global pi-
racy and counterfeiting exists in many industries and countries,
and demands continuous attention. With finite resources and seem-
ingly infinite concerns, how we focus our efforts is critical.

The Bush Administration is focused on six key priorities. First,
we are working to empower America’s innovators. Through specific
tools and broad education efforts, we are getting the word out to
American businesses that they must be aggressive and proactive in
protecting their rights.

Secondly, we are focused on preventing counterfeit and fake
goods from penetrating our borders. This means casting a wider
net, utilizing technology, and working with our trading partners to
share information.

Third, we are working to prevent fake and counterfeit goods from
corrupting legitimate supply chains. We have worked closely with
the Coalition Against Counterfeiting and Piracy to develop vol-
untary guidelines companies can use to ensure their supply and
distribution chains are free of counterfeits.

Fourth, U.S. law enforcement is leading efforts to dismantle
criminal enterprises around the world that steal intellectual prop-
erty. The Justice Department has pursued numerous operations
targeting criminal organizations involved in online piracy and traf-
ficking in counterfeit goods.

Fifth, we are working with our trading partners to build inter-
national support for IP enforcement. Through the Joint Committee
for Commerce and Trade, the JCCT, for example, we have worked
extensively with China to address rampant IP concerns. And just
last week, we reached an agreement to work much more closely
with the European Union to combat global piracy.

Lastly, we are educating other governments about intellectual
property rights and how important IPR is to the global economy.
To date, over 100 IPR enforcement projects and 290 IPR technical
assistance projects have been conducted around the world.

Mr. Chairman, the Bush Administration is committed to stop-
ping intellectual property theft and providing businesses with the
tools they need to flourish in a global economy. As I work to coordi-
nate the U.S. Government’s efforts, and with your continued sup-
port and the partnership of this Committee, we will be able to do
even more on behalf of American innovators, researchers, entre-
preneurs, artists, and workers.

We must take advantage of the opportunity to work together to
better protect the knowledge industries of today, so that we may
continue to see the innovations and growth of tomorrow. Thank
you, Mr. Chairman.

[The prepared statement of Mr. Israel follows:]

PREPARED STATEMENT OF CHRIS ISRAEL

Chairman Smith, Ranking Member Berman and members of the Committee, I am
pleased to join you today to discuss the challenge of international intellectual prop-
erty rights enforcement.

I want to thank the Committee for its continued support and leadership on issues
concerning the protection of intellectual property. I look forward to the opportunity
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to work together to ensure that the heart of America’s innovation economy, its intel-
lectual property, is effectively protected around the world.

The Bush Administration is keenly aware of the significance of IP protection for
American businesses, workers, entrepreneurs and innovators. It is estimated that
IP theft costs U.S. businesses approximately $250 billion annually and results in the
loss of hundreds of thousands of American jobs. Combating piracy and counter-
feiting is a top priority for this Administration. This prioritization is evident in the
leadership shown by President Bush. He has consistently raised IP enforcement
with foreign leaders, placed the issue on the agenda of the G8 and made it a key
part of the recent U.S./EU summit. He has also discussed our ongoing concerns with
leaders of critical markets such as China and Russia. He has directed his Adminis-
tratio}xll to address this issue actively, aggressively and with a results-oriented ap-
proach.

I appreciate the opportunity to discuss this leadership, to address our efforts to
maximize the Federal government’s role in protecting American intellectual prop-
erty and to share our results-oriented strategy.

Ed * & & &

LEADERSHIP AND PRIORITIZATION

The reasons for the Administration’s leadership on IP enforcement and for its
prioritization are clear.

First, few issues are as important to the current and future economic strength of
the United States as our ability to create and protect intellectual property. U.S. IP
industries account for over half of all U.S. exports. They represent 40% of our eco-
nomic growth and employ 18 million Americans who earn 40% more than the aver-
age U.S. wage, and a recent study valued U.S. intellectual property at approxi-
mately $5 trillion—or about half of U.S. GDP. Quite simply, our ability to ensure
a secure and reliable environment for intellectual property around the world is crit-
ical to the strength and continued expansion of the U.S. economy.

The enforcement of intellectual property rights also carries great consequence for
the health and safety of consumers around the world. The World Health Organiza-
tion estimates that 10% of all pharmaceuticals available worldwide are counterfeit.
The U.S. Federal Aviation Administration estimates that 2% of airline parts in-
stalled each year are fake—or about 520,000 parts. And we have seen counterfeit
circuit breakers that overheat and explode, brake linings made of wood chips and
cardboard, and fake power cords. In the world of today’s sophisticated criminal IP
operations, if a product can be easily counterfeited, has an immediate demand and
provides a good profit margin it will be copied. Consumer safety and product quality
are concerns obviously not on the minds of global IP thieves.

Finally, the theft of American intellectual property strikes at the heart of one of
our greatest comparative advantages—our innovative capacity. Through the applied
talents of American inventors, researchers, entrepreneurs, artists and workers we
have developed the most dynamic and sophisticated economy the world has ever
seen.

And I truly believe the world is a much better place due to these efforts. We have
delivered life-saving drugs and products that make people more productive. We have
developed entirely new industries and set loose the imaginative power of entre-
preneurs everywhere. And, we set trends and market best-of-class products to near-
ly every country in the world.

We value our heritage of innovation and exploration—it is not only part of our
history; it is the key to our future.

And this future—a future of innovation, exploration and growth that benefits the
entire world—rests on a basic, inherent respect for intellectual property rights and
a system that protects them.

The Bush Administration’s effort to provide a secure and predictable global envi-
ronment for intellectual property is driven by a commitment to foster U.S. economic
growth, to secure the safety and health of consumers everywhere, and an abiding
respect for the great American innovative spirit that has driven our nation since its
founding and will determine our future.

* * % * *
ORGANIZATION AND EFFECTIVE ENGAGEMENT

This is my first opportunity to testify as the Coordinator for International Intel-
lectual Property Enforcement, and I appreciate the chance to discuss how the Ad-
ministration is working to focus and leverage our vast capabilities and resources.
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The Office of International Intellectual Property Coordination is located at the De-
partment of Commerce, and I report to Commerce Secretary Carlos Gutierrez. We
also work under the leadership of the White House, and our efforts thus far have
met with tremendous cooperation from the all federal agencies that contribute to
our IP enforcement efforts.

Reinforcing the commitment and collaboration that exists within this interagency
process is the fact that a senior Justice Department official is currently serving as
the Deputy Coordinator for International Intellectual Property Coordination and
Customs and Border Protection and the Patent and Trademark Office have both
provided detailees to support our efforts.

A critical element in our overall coordination is the Strategy Targeting Organized
Piracy (STOP) Initiative launched by the Bush Administration in October 2004.
STOP has built an expansive interagency process that provides the foundation and
focus for all of our efforts. This initiative is led by the White House and brings to-
gether USTR, the Department of Commerce, the Department of Justice, the Depart-
ment of Homeland Security and the State Department. STOP is an attempt to play
offense in the global fight against piracy and counterfeiting. The agencies involved
have identified ways to empower U.S. businesses to better protect their IP, increase
efforts to seize counterfeit goods at our borders, pursue criminal enterprises in-
volved in piracy and counterfeiting, found innovative ways to work with U.S. indus-
try, and aggressively engaged our trading partners to join our efforts.

STOP has yielded tangible results (Fact Sheet is submitted for the record), main-
tained the commitment of senior Administration officials, institutionalized an un-
precedented level of coordination within the federal government and received atten-
tion around the world. The message that the STOP Initiative, and indeed our new
Office of International Intellectual Property Enforcement, allows us to deliver is—
the United States takes the issue of IP enforcement very seriously, we are
leveraging all of our resources to address it and we have high expectations of all
of our global trading partners.

In addition to the infrastructure put in place by the STOP Initiative and rein-
forced by the Office of International Intellectual Property Enforcement, the Admin-
istration will seek a reinvigorated role for the National Intellectual Property Law
Enforcement Coordination Council (NIPLECC). NIPLECC is tasked with coordi-
nating domestic and international intellectual property law enforcement in order to
ensure the effective and efficient enforcement of intellectual property in the United
States and worldwide. NIPLECC has made a number of valuable contributions since
its creation in 1999 including the development of a comprehensive database that in-
cludes all recent IP law enforcement training provided by the U.S. government to
developing and least developed nations as well as delivering legislative suggestions
to improve domestic IP laws related to enforcement. However, there is unmet poten-
tial and in my role as Director of NIPLECC I look forward to working with this
Committee to ensure that we are maximizing the capabilities of NIPLECC. To begin
this effort, I can report that we will conduct a meeting of all NIPLECC members
in January. This will be the most comprehensive NIPLECC meeting since its incep-
tion in 1999.

NIPLECC can play a vital role in our effort by bringing together the leaders of
the key operational entities within the federal government that are responsible for
IP enforcement. By establishing priorities and objectives at a senior level we will
reinforce our day-to-day activities and ensure that all of the agencies critical to the
federal government’s IP enforcement efforts are closely coordinated and committed
to a common results-oriented agenda. In addition to the existing NIPLECC struc-
ture—which is comprised of the Department of Justice (Assistant Attorney General
of the Criminal Division), the Commerce Department (Under Secretary for Intellec-
tual Property and Director of the Patent and Trademark Office and Under Secretary
for International Trade), the Office of the U.S. Trade Representative (Deputy
USTR), the Department of Homeland Security (Commissioner of Customs and Bor-
der Protection) and the State Department (Under Secretary for Economics, Business
and Agricultural Affairs).

Ed * & Ed *

STRATEGY AND FOCUS

As this Committee clearly understands, the problem of global piracy and counter-
feiting confronts many industries, exists in many countries and demands continuous
attention. With finite resources and seemingly infinite concerns, how we focus our
efforts is crucial. I appreciate this opportunity to share with you the key areas
which make up the Administration’s overall Strategy for Targeting Organized Pi-
racy.
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First, we are working to empower America’s innovators to secure and en-
force their rights at home and abroad. Our efforts to provide new federal serv-
ices and assistance include:

e A hotline (1-866-999-HALT) to counsel businesses on how to protect their IP.

o A website (www.stopfakes.gov) and brochure, to provide information and guid-
ance to right holders on how to register and protect their IP in markets
around the world.

“IP toolkits” to guide businesses through securing and enforcing their rights
in key markets around the world. Available at the www.stopfakes.gov website,
toolkits for China, Russia, Mexico, Korea and Taiwan are downloadable.

e Extensive education campaigns across the country to teach small and medium
sized enterprises how to secure and protect their rights and where to turn for
federal resources and assistance. These seminars have occurred in 20 states
and more are planned in 2006.

e An online recordation tool for rights holders to record their trademarks and
copyrights with Customs and Border Protection.

e We have launched a China Intellectual Property Rights (IPR) Advisory Pro-
gram in conjunction with the American Bar Association, the National Associa-
tion of Manufacturers and the American Chamber of Commerce in China to
provide legal counsel for SMEs to protect and enforce their IPR in China.
Training for U.S. embassy personnel to be effective first responders to IPR
issues in order to identify problems abroad and assist rights holders before
fakes enter the market and/or supply chain.

Next, we need to increase our efforts to stop fake and counterfeit goods at
America’s borders. This means:

o Casting a wider, tighter net on counterfeit and pirated goods by implementing
new risk assessment models and technologies to stop counterfeit goods at our
borders.

e Working with trading partners to share information and improve our capabili-
ties to assess and anticipate risks. We have seen results of this effort with
the European Union. At the U.S./EU Economic Ministerial last week, leaders
of both governments committed to expand information sharing of customs
data. Follow-up work on this commitment has already begun.

We need to build international support and rules to stem the flow of fake
and counterfeit goods and keep them out of global supply chains. Our efforts
here include:

o Commissioning a study by the Organization for Economic Cooperation and
Development on the impact of global counterfeiting and piracy.

Conducting outreach to Canada, the European Commission, France, Ger-
many, Hong Kong, Japan, Korea, Mexico, Singapore and the United Kingdom
laying the basis for increasing cooperation on IP enforcement. Outreach to
other like-minded countries is underway.

Facilitating the transfer of IP criminals to justice in America by revising and
modernizing mutual legal assistance treaties and extradition treaties with
Finland, Sweden, Belgium, Spain, the UK and Luxembourg. Additional trea-
ties are under negotiation.

Conducting post-entry audits to identify companies vulnerable to IP violations
and working with them to correct their faulty business practices.

Working closely with U.S. industry—namely, the Coalition Against Counter-
feiting and Piracy, a U.S. Chamber of Commerce and National Association of
Manufacturers led association—on the “No Trade in Fakes” program to de-
velop voluntary guidelines companies can use to ensure their supply and dis-
tribution chains are free of counterfeits.

Law enforcement must play a leading role in dismantling criminal enterprises
that steal intellectual property. We have:

e Pursued numerous operations targeting criminal organizations involved in on-
line piracy and trafficking in counterfeit goods. We have indicted the four
leaders of one of the largest counterfeit goods operations ever uncovered in
New England—broke up a scheme to sell more than 30,000 luxury goods—
including handbags, wallets, sunglasses, coats, shoes, and necklaces, and
found the materials to manufacture at least 20,000 more counterfeit items.
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e Led Operation Site Down, an international online piracy investigation involv-
ing more than 90 searches in twelve countries. Such cases have led to numer-
ous arrests and convictions around the globe, seizure of millions of dollars
worth of pirated products and the dismantling of criminal operations.

e Led Operation Ocean Crossing, a joint U.S. and Chinese law enforcement ac-
tion that disrupted an organization trafficking in counterfeit pharmaceuticals.
The action resulted in arrests in China and the United States and the capture
of hundreds of thousands of fake pharmaceuticals.

e Executed measures to maximize law enforcement’s ability to pursue perpetra-
tors of IPR crimes. For example, we increased from 5 to 18 the total number
of Computer Hacking and Intellectual Property Units in U.S. Attorneys’ Of-
fices across the country. This increased to 229 (one in each federal district)
thehnumber of specially trained prosecutors available to focus on IP and high-
tech crimes.

o Proposed the Intellectual Property Protection Act of 2005 to strengthen crimi-
nal intellectual property protection, toughen penalties for repeat copyright
criminals, and add critical investigative tools for both criminal and civil en-
forcement authorities.

We must reach out to our trading partners and build international sup-
port. U.S. leadership is critical and we are active on a number of fronts:

e We have obtained endorsement of increased protection for IP in multilateral
forums such as the G-8 and Asia-Pacific Economic Cooperation forum, and
bilateral venues with the European Union and China.

The past year has resulted in particularly strong commitments from China
in a variety of fora. Within the Joint Committee on Commerce and Trade
(JCCT) the Chinese have committed to, among other things, address the pro-
liferation of illegal software with